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-Ci^.UoITY^^A'/^JCo Sc LOAN', INC. 
-> ^ ^ lAij ' 

5CARD OF DIRECTORS r.IZETING 

OCTOBER 4, 1982 
A special meeting of the Soard of Directors of Community Savings 4 

Loan. Inc. was held at the office of the Chairman of the Board. Mr "jav 

^Itzceraid. 5870 Hubbard Drive. RockviUe. Maryland on Monday, October 

Chairman Jay FitzCerald called the meeting to order at 10=15 

A.M. In attendance were Chairman Jay FitzGerald. President John 

aulkner Jr.. Secretary Stanley C. Jolpoff, Robert Appleby, Richard 

Ridgway, Murlel Weidenfeld. and John Maffay. Absent and excused were 

reasurer Jacob ^ohwalb and Charles R. Wolfe. Guests at the meeting 

were Controller Michael Shomper and Attorney Arnold Westerman. 

Chairman FitzGerald advised the Board of Directors that in front 

each Director was a copy of an offer to purchase the stock of 

mmunity Savings 4 Loan. Inc. He called on Attorney Westerman to re- 

view the proposal before the Board of Directors. Attorney '.Vesteman 

advised the Board that he recommended some changes in the offer from 

equity Acquisitions Corporation before the Board should consider their 

proposal. After reviewing the proposal and Attorney Westerman's 

recommendations for changes in the proposal. Mr. Tcm Billman and Mr. 

yton McCuistion of the Equity Acquisitions Corporation were brought 

into the Boardroom to review the changes that Attorney Westerman re- 

quested. Mr. Billman and Mr. McCuistion agreed to all of Attorney 

Westerman s demands. After the changes were effected in the proposal 

the meeting reconvened with all Board of Directors as listed above in' 

the Boardroom. 

A motion was made by Chairman FitzGerald, seconded by Richard 

Ridgway and unanimously approved by all members in attendance amend- 

ing the By-Laws by removing Section 4. Article IGCownership restriction 

requirement). 

A motion was made by Robert Appleby. seconded by Chairman Fitt- 

Gerald and unanimously approved by all members in attendance to accept 

the Offer by Equity Acquisitions Corporation as amended for the pur- 

chase of Community SiL. Inc. stock at a price of S3.50 a share. ' 

TTT m 
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2. Special 3d. Dij 10 A/2 2 

n notion was made by Robert Appleby, seconded by John 
. ^ ^ -• ouxm riaffav to 

- : Flt2Ce-" President Faulkner ar.d Secretary Uolpoff 
1 the aPPr0Priate forms to effect the transfer. 

There being no further business, the meeting adjourned at 5:46 

A • IW • 

Hescectfully submitted, 

eretary 
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JLAJVIES O. 
CCKTtFILD PUDUC ACCOL'yTAST 

1012 SEMINARY PLAZA BUILDING 
4GG0 KEMMORE AVErJUE 

ALEXANDRIA, VIRGINIA 22301 

(703) 370-9131 

EXHIBIT D 

February 5, 1976 

Board of Directors 
Equity Prograns Investment Corporation 
Alexandria, Virginia 

I have examined the balance sheet of Equity Programs Investment 
Corporation as of December 31, 1975, and the related statcicents of incc 
and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of tlte accounting . 
records and such other auditing procedures as I considered necessary 
in the circumstances. 

In ny opinion, the aforeneationed financial statccrcnts present 
fairly the financial position of Equity Programs Investment Corporatioi 
at December 31,- 1975, and the results of its operations and the changei 
in its financial position for the period then ended, in conformity 
with generally accepted accounting principles. 

JAMES C. JOITES 
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PROGRAMS II^VI-LSTMENT CORPORATION 
Balfmoc Siic-fct: 

Dcccinhrr 31, 1975 

Assets 

Current Assets; 
C«sh In Banks and on Hand (Note 7) 
Notes Receivable (Note 14) 
Account Receivable ETIC Associates 
Account Receivable - Payroll Taxes 
Prepaid Interest 
Prepaid Insurance 
Accrued Interest Receivable 

Total Current Assets 

Fixed Assets; (Note A) 
Office Equipment 
Aucomohilcs 
Leasehold Improvenents 

Total Fixed Assets 

V (Note 8) - 

Cost 
$ 6,293.59 

6,252.42 
1.728.59 

Accumulated 
Depreciation 

431.19 
867.81 
172.86 

$358,253.99 
28,377,00 

102,777.70 
1,074.80 

932.14 
1,159.48 

   154.22 

Book 
Value 

$ 5,862.AO 
5,384.61 
1.555,73 

$492,729.33 

■( 

12,802.74 

Other Assets; 
Notes Receivable - Officer 
Partnership Investments (Note 9) 
Deposits 
Organization Expense - Net 

Total Other Assets 

TOTAL ASSETS 

$ 6,041.17 
65,808.83 

698.15 
  279.31 

72.827.46 

$578.359.53 

aic intc8"1 p"t . 
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Exhibit 3 

VS)Uf 1Y_ PROGRAMS Tt^VEST^fE^'T CORPQIOVrinN 
Income Statement 

For The Year Ended December 31, 1975 

J nronc: 
Initial Loan Ir.isvur.t (I-'ote 5) 
Investor Fees C-oi.c 13) 
Builder Fees (Note 12) 
Property Managcncnt Fees (Note 2) 
Cain on Dispositions (Note 1) 
Rental Income 
Less: Rental Expenses 

Depreciation $ 8,545.50 
Interest 18,A1A.26 
Insurance 380.A6 
Real Estate Taxes 990.78 

Net Rental Loss 
Total Income 

$ 23,100.31 

(28,331.00) 

$ 19,61/(.41 
82,/t60.36 

268,1 OA.80 
9,008.82 
2,202.33 

(5.230.69) 
$376,160.03 

Operating Expenses; 
Accounting 
Advertising 
Appraisal Fees 
Auto Expenses 
Bank Charges 
Bond 
Business Promotion 
Commissions 
Data Processing 
Depreciation (Note 4) 
Dues and Subscriptions 
Employee Welfare 
Entertainment 
Franchise Tax 
Insurance 
Interest 
Legal 
Office Expenses 
Office Rent 
Organization Expense 
Payroll Taxes 
Permits and Licenses 
Printing 
Recording Fees 
Salaries 
Telephone 
Travel 

Total Operating Expenses 
Net Income Before Interest Income and Income Taxes 
Interest and Miscellaneous Inrome 
Total Income Before Income Taxes 
Less: Provision for Incomc Taxes (Note 6) 
NET INCOME 

Prlm.iry Earnings For CoT.mon Share 1731 

Earnings Per Co~-.on Sh.ire Assuming Full Dilution 

5 13,750. 
3,191. 
1,407. 
2,905. 

96. 
20. 

476. 
45,857. 
12,533. 
1,471. 
2,177. 
2,074. 

12,039. 
148. 

5,706. 
16,001. 
15,287, 
8,889. 
6,563. 

69. 
4,465. 

165. 
443. 

10,905. 
109,829. 

4,586, 
11,203. 

00 
71 
98 
71 
94 
00 
35 
19 
66 
86 
00 
69 
81 
00 
87 
17 
30 
52 
00 
84 
40 
00 
72 
72 
22 
16 
21 

292.267.03 
$ 83,893.00 

360.30 
$ 8A,253.30 

2S.547.13 
$_5_5 jpil1? 

1.23 

$ Jg 

The Notes to Financial Statements arc an integral part of this statement and should 
be read in conjunction therewith. 



ESIQTY programs IN-VESTMF.KT CORPOHATION 
Chanr.os in Financial Position 

For The Year Ended December 31. 1975 

FUNDS PROVIDED: 
Net Income 

Add: Items Not Requiring Cash Outlays 
Amortization 
Depreciation 
Provision for Income Taxes 
Accrued Interest Payable 
Accrued Salaries Payable 

Funds Provided From Operations 
Special Payable Associated Partnerships 
Accounts Payable Associated Partnerships 
Accounts Payable 
Rotes Payable 
Notes Payable Officer 
Payroll Taxes Withheld and Accrued 
Deferred Credits 
Common.S tock Issued 
Preferred Stock- Issued 

Total Funds Provided 

$55,706.17 

69.84 
1,471.86 

28,547.13 
1,33*.34 

25.501.66 

$112,633.00 
76,551.00 
73,048.03 
17,763.70 

171,539.60 
9,500.00 
*,352^ 

13,512.W 
101,000.00 

2,000.00 

HINDS APPLIED: 
Account Receivable EPIC Associates V 
Account Receivable Payroll Taxes 
Account Receivable Accrued Interest 
Prepaid Expenses 
Purchase, of Fixed Assets 
Deposits 
Receivables from Officers 
Investments in Associated Partnerships 
Stock Subscriptions Receivable 
Cash in Banks and on Hand 
Notes Receivable 

Total Funds Applied 

$102,777.70 
1,074.80 

154.22- 
2,440.77 

14,274.60 
698.15 

6,041.17 
65,808.83 
2,000.00 

358,253.99 
28,377.00 
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^chodnIo A-l 

-SI rja)£KAMs_ iNvnsTtu-Nr CCIU'OKAVTQ.C 
'•iY-yJi1.1 'JbljViyi n"c'r;"li"lp.-; 

l)i?coinl)cr 31, 1975 

Socuclc y_Dcju):; t ts: 
KPJC AssocJnlcs 
EPIC Asr.oclntcs III 
EPIC Associates IV 
EPIC AsuocloCci* V 

Total Security DepoiiJts 

Unearned Rent Incorac; 
EPIC Associates 
EPIC Associates V 

Total Unearacd Rent 

Completion Escrova; 
EPIC Associates 
EPIC Associates V 

Total Completion Escrows 

Purchasers Deposits; 

TOTAL SPECIAL PAYAELE ASSOCIATED PARTNERSHIPS 

$15,963.00 
12,307.00 
5,351.00 

13.164.00 

$ 5,102.00 
13.164.00 

$ 7,500.00 
3.000.00 

$46,785.00 

18,266.00 

10,500.00 

1.000.00 

$76,551.00 

EPIC Assoclctes: 
Sccuv.i ty Deposits 
Unearned Rent 
Completion Escrow 
Purchasers Deposits 

Total EPIC Associates 

EPIC Assoctates III; 

EPIC An^oclatcr. IV; 

Et'IC As:;ocl.ites V: 
Security Deposits 
Unearned Rent 
Completion Escrow 

Total EPIC Ascor.latcs V 

TOTAL SPEC!A(. PAYAELE ASSOCIATED PARTNERSHIPS 

$15,963.00 
5,102.00 
7,500.00 
1.000.00 

$13,164.00 
13,164.00 
3.000.00 

$29,565.DO 

12,307.00 

5,351.00 

29,37.8.00 

$76,551.00 
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Idcro; ty 

Oivrcn t Llab *• :1' r i Cr s: 
Accouats P.-.ya'jTc <17 
Spccial Payr.blc AsnociaLed ,763.70 

Partnerships (Schedule A-l) (N'oto K) • 75 cr, m 

Account Payable - EPIC Associates (UoCc 8) 6/, 962 M 
Acco.nt Payable - EPIC Associates III (Note 8) a'utw? 
Account Payable - EPIC Associates IV (Note fi) t,'sik SO 
Accrucd Salaries Payable 
Accrued Interest Payable 1 ia 
Notes Payable - Current (Note 10) 168 75?*2n 
Payroll Taxes Withheld and Accrued a'S'-q* 
Provision for Income Taxes (Note 6) ja*":/.?'-!-? 

Total Current Liabilities .. ^t3./.I3 

Other Liabilities; 
Notes Payable - Officer « g ,n 

Notes Payable - Non-Current (Note 10) 2*786 An 
Deferred Credits (Note 11) 

Total Other Liabilities . 

Total Liabilities 

$395,854.02 

Stockholders' Equity"; 
Capital Stock; 

Common - 500,000 shares authorized, 
50,000 shares issued, par value $.01 $ 500 00 

,^ iLizzr;" ■si01'— 
50,000 shares Issued, par value $.01 $ .500 00 
Contributions in excess of Par Value 1.500!q0 ^ 

Less: Stock subscriptions receivable 2!000.00 

Retained Earnings; 
Net Income for the Year Ended 

December 31, 1975 (Exhibit B) 

Total Stockholders* Equity December 31, 1975 

10TAL LIABILITIES AND STOOQIOLDERS' EQUITY 

25.799.3A 

$421,653.36 

55.706.17 

156.706.17 

$578.359.5^ 

SS! *" •- lBte8"1 »«' " ««• statement end sheeld 
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NOTES TO FINANCIAL STATEMENTS 

A. Eqi'ity Progror.^ Irs/csLnent Corporacion (EPIC) was incorporated under the laws of the 
Conr.ioi'.wealch oz VircinJa on Decenber 30, 1974. The authorized ^tock !•;: 500 000 
cot.:.,on shares vrith a $.01 stneed value; 100,000 preferred shares with a $.01 stated 
value. As of the balance sheet date. EPIC was actinc as the general partner for 
four limited partnerships formed under the Uniform Linited Partnership Act of the 
omv.ionwealth of Virginia. EPIC was also planning other limited partnerships to be 

formed in which EPIC would be a general partner. 

The business of the corporation Is to evaluate builder's model homes, enter into 
purchase-leaseback agreements with builders for partnerships to be formed, arrange 
financing for the purchase of the model homes by such partnerships, and then market 
the equity Investment portion of the purchase to individuals via limited partnershins 

and arra"! ^ 0f, the Part°"3hip3. manage the properties for the partnerships, and arrange for any subsequent disposition, of the properties. 

^e corporation will not participate in profits or losses from the partnershioa 

^50/50 ^f
partne"hiP P^Perties; at which time, they will share on a 50/50 basis in the difference between the net selling price of the property and 

he gross purchase price of the property, subordinated to each limited partner's 
reccipt of a 12Z accumulative return per annum on his capital contribution. 

2. The corporation is liable for the organization and administrative expenses of 
creating the partnerships and the caoagement thereof. They are entitled to a fee 

oartner rental for this management which is also subordinated to the partner s 122 cumulative annual return on capital contribution- 

Contingent riabilitics for the partnerships, in which EPIC services as General 

ullTlVr T C
f
Teat?d When the Partnership is formed. The greatest contingent liability is for the amount of the mortgages or deeds of trus> given to secure the 

lo. ns on Jhe model homes. No limited partner, as such, shall'be personally liable 

canit0! 0 ! ?CS 0f the PartnershlP3» or any of the losses thereof beyond his capital contribution plus undistributed profits of the partnerships, except for 
y distribution that may be made to such limited partner, if the remaining assets 

of the partnerships are not sufficient to pay the then outstanding liabilities 

liabilitl of liaJ'il*tles to l^tcd partners on account of their contribution md - liabilities to the General Partner. The General Pa'rtner is liable for debts above ' 

to nlfr6 contribution and undistributed profit. The corporation attempts to place non-recourse notes on the properties, which are acquired in the name of 
the partnerships. It is the anticipated practice of the corporation to contract 

to P""hasc additional model homes and subsequently to form new partnerships to take title to the properties. It is EPIC's intent to pay or not pay. at their 
discretion all loan fees and/or points on the properties mortgaged for the 
partnerships. EPIC normally would not derive any economic g,alns or losses between 

partnerships Pr0pCrC7 13 cont:racted for purchase and the eventual purchase by the 

3" D^nS ^ year sixty-eigh'c model homes were purchased on behalf of the four limited p rtnerships. At the balance sheet date sixty-five of these models were beinc 
held by the limited partnerships, three having been sold. The total capitalized 
cost or these sixty-eight model homes were $4,031,390.25. 

A. Depreciation Policies: Office equipment is being depreciated over a seven year 
pcrioo, leasehold improvements over five years, and automobiles over three years. 
Tb^-,o assets are being depreciated on a straight line basis. 

1738 



B. 

5. The Partnerships pay interest to EPIC for funds v/hich have not been collected 
from the limited pzrtnars, but vhich have been advanced by EPIC. The interest is 
computed by deterging the cash flow, paying the limited partners their withdrawal 
based on the a^t of equity capital they have paid into the ••Partnership" ax.d Che 
balance is deemed to.have been intereac charged by EPIC to the "Partnership" on 
sucb funds-advanced. V/- . • • . ... 

6. ..Provision for Incom. taxes reflects the actual tax liabilities net of Investment 
credits for the year ended Deceaibet 31, 1975. 

7. As of the balance sheet date $152,000.00 of Cash in Bank was restricted. Sl40~o6o 00 
collateral for a loan of tha same amount payable to the District of ' 

' Colu2abia National Bank, and $12,000.00 served as collateral for a loan to an officer. 

The Accounts Receivable from and payable to Associated Partnerships are the net 
result of all cash receipts and disbursements on behalf of the limited partnerships 
by the General Partnar. The Special Payable to Associated Partnerships reflects 

- the security deposits, unearned rent, completion escrows, and purchaser deposits 
owing to the various partnerships as of the balancc sheet date (see Schedule A-l). " 

The Partnership Investments is the cash investaent of EPIC as General Partner 
plus $2,202.33 which is EPIC's chare of the gain from disposition of units. 

Notes Payabie Current consists of $140,000.00 payable to D. C. National Bank and 
$25,000.00 payable to McLean Bank. Both these notes were satisfied in January 

976. The balance of $3,753.20 consists of four Installment loans secured by 
personal property. Notes Payable Non-Current are the payments on the four 
installment loans due more than one year after the balance sheet date. 

Deferred credits are the unrealized property management fees and investor charces 

Builder fees are paid to EPIC by the seller and equal 62 of the gross sales price 
and normally 12 of an 802 mortgage for a total of 6.32 of the gross sales price. 

The Limited Partners of the partnerships pay an amount equal to 102 of their 
equity contribution" as an investors fee (2.52 of gross purchase price). 

Two Investors in th« Limited Parmerships have been issued thirty day notes by 
EPIC. These notes bear interest at 82 per annum. 
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J-^ZyTES O. JONES 
CERTIFIED PUBLIC ACCOUM TANT 

1012 SEMINARY PLAZA BUILDIIMG 
*660 KENMORE AVENUE 

ALEXANDRIA, VIRGINIA 22304 

(703) 370-9191 

February 21, 1977 

Board of Directors 
Equity Programs Investment Corporation 
Alexandria, Virginia 

I have examined the balance sheet of Equity Programs Investment 
Corporation as of December 31, 1976, and the related statements of income 
and changes in financial position for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such 
other auditing procedures as I considered necessary in the circumstances. 

^In my opinion, the aforementioned financial statements present 
fairly the financial position of Equity Programs Investment Corporation 
at December 31, 1976, and the results of its operations and the changes 
in its financial position for the period then ended, in conformity 
with generally accepted accounting principles, applied on a basis 
consistant with that of the preceding year. 

JAMES C. JOITES 

III D 3 
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EXHIBIT A-I 

EQUITY PROGRAMS INVESTMENT CORPORATION 

Balance Sheet 
December 31. 1976 

Assets 

Current Assets: 
Cash in Banks (Note 3) 
Accounts Receivable - Associated Partnerships 

(Note 4) 
Accounts Receivable - Others (Note 5) 
Notes Receivable (Note 6) 
Prepaid Interest 
Prepaid Insurance 
Accrued Interest Receivable 

Total Current Assets 

Fixed Assets: (Note 7) 
Automobiles 
Leasehold Improvements 
Office Equipment 

Cost 
$10,373.48 

1,728.59 
13,014.66 

Accumulated 
Depreciation 

$122,670.63 

945,024.44 
83,244.22 
9.291.12 

576.16 
2,033.24 
1.829.13 

Book 
Value 

$ 3,044.46 
518.58 

1,839.05 

7,329.02 
1,210.01 

11,175.61 

Total Fixed Assets $25,116.73 $ 5,402.09 $ 19,714.64 

Other Assets: 
Notes Receivable - Officers 
Prepaid Interest 
Deposits 
Cash Surrender Value - Life Insurance 
Organization Expense - Net 
Partnership Investments (Note 8) 
Less: Allowance for Losses (Note 9) 

Total Other Assets 

$328,900.30 
19,635.86 

$ 10,041.17 
556.73 

8,491.95 
5,278.00 

209.48 

309,264.44 

$1,164,668.94 

19,714.64 

333,841.77 

TOTAL ASSETS $1,518,225.35 

The Notes to Financial Statements are an integral part of this statement and should 
be read in conjunction therewith. 
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Liabilities and Stockholders' Equitv 

Current Liabilities: 
Accounts Payable - Trade $ 77,206.87 
Accounts Payable - Winthrop Financial 

(Note 10) 20,429,50 
Accrued Salaries Payable 23 513.20 
Withheld and Accrued Payroll Taxes 2,079,39 
Accounts Payable - Associated 

Partnerships (Note 11) 386,888.76 
Accrued Interest Payable 13,761.00 
Notes Payable - Current (Note 12) 104|196.00 
Special Payable - Associated 

Partnerships (Note 13) 198,388.00 
Provision for Income Taxes (Note 14) < 34,570,48 
Deferred Income Taxes Payable (Note 14) 68,632.78 

Total Current Liabilities $929,665.98 

Other Liabilities: 
Notes Payable - Officers $115,352,74 
Notes Payable - Non-Current (Note 12) 3,967.68 
Deferred Credits (Note 15) 187,443.29 

Total Other Liabilities 306,763.71 

Total Liabilities $1,236,429.69 

Stockholders' Equity: 
Capital Stock: 

Common - 500,000 shares authorized, 
50,000 shares issued, par value $.01 $ 500.00 
Contributions in Excess of Par Value 100,500.00 $101,000.00 

Preferred - 100,000 shares authorized, 
50,000 shares issued, par value $.01 $ 500.00 
Contributions in Excess of Par Value 1,500.00 * 

$ 2,000.00 
Less: Stock subscriptions receivable 2,000.00 

Retained Earnings: 
Balance, January 1, 1976 $ 55,706.17 
Add: Net Income for the Year Ended 

December 31, 1976 (Exhibit A-II) 125,089.49 
Balance, December 31, 1976 180,795.66 

Total Stockholders' Equity December 31, 1976 281 795.66 

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $1,518,225.35 

pie Notes to Financial Statements are an integral part of this statement and should 
be read in conjunction therewith. 
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EQUITY PROGRAMS INVESTMENT CORPORATION 

Income Statement 
For The Year Ended December 31, 1976 

EXHIBIT A-II 

Income: 
Partnership Operating Losses (Note 1)(Note 8) 
Initial Loan Interest (Note 16) 
Partnership Organization Fees (Note 17) 
Builder Fees (Note 17) 
Property Management Fees (Note 2) 
Gains on Disposition (Note 1) 
Reimbursed Expenses 
Miscellaneous 

Total Income 

Operating Expenses: 
Accounting . 
Advertising 
Appraisal Fees 
Automobile Expenses 
Bad Debts 
Bank Service Charges 
Commissions 
Contributions 
Data Processing 
Depreciation (Note 7) 
Director Fees 
Dues and Subscriptions 
Employee Welfare 
Entertainment 
Insurance 
Interest 
Legal 
Loss on Investments (Note 9) 
Marketing 
Office Expenses 
Office Rent 
Organization Expense 
Partnership Investment Expense (Note 18) 
Payroll Taxes 
Permits and Licenses 
Recording Fees 
Research Studies 
Salaries 
Telephone 
Travel 

$ (1,388.78) 
53,460.80 

159,350.26 
728,027.63 
38,609.77 
7,030.01 
8,635.40 

120.00 

$ 18,152.50 
27,051.48 

285.00 
9.749.56 
2,000.00 

236.51 
158,144.05 

325.00 
859.16 

4.524.57 
200.00 

5,217.12 
3,561.82 

20,080.14 
4,303.39 

41,684.65 
59,147.16 
19,635.86 
16,844.64 
26,205.54 
15,349.00 

69.83 
31,877.40 
8.214.00 
5,920.11 
6,812.47 
2.647.01 

223,158.07 
15,943.53 
40.217.32 

Total Operating Expenses 

Net Income Before Interest Income and Taxes 
Interest Income 
Total Income Before Taxes 
Less: Provision for Income Taxes (Note 14) 

NET INCOME 1743 
Primary Earnings Per Common Share 
Earnings Per Common Share Assuming Pull Dilution 

be'read®?^ FiIiancial Statements are an integral part of this statement oe read in conjunction therewith. 

$993,845.09 

768,416.89 

$225,428.20 
2,864.55 

$228,292.j 
103,203.: 

$125,089.49 
$ 2.50 
$ 1.25 
and should 



exhibit a-ii 

EQUITY PROGRAMS INVESTMENT CORPORATION 
Changes in Financial Position 

December 31, 1976 

FUNDS PROVIDED: 
Net Income 

Add: Items Not Requiring Cash Outlay 
Accrued Interest 
Allowance for Investment Losses 
Amortization 
Depreciation 
Partnership Operating Losses. 
Provision for Income Taxes ' 

Funds Provided from Operations 
Utilization of Cash in Bank 
Curtailment of Notes Receivable 
Accounts Payable Trade Increase 
Special Payable — Associated Partnerships Increase 
Accounts Payable - Associated Partnerships Increase 
Loans from Officers 
Non-Current Notes Payable Increase 
Increase in Deferred Credits 
Advance from Winthrop Financial 
Retirement of Automobile - Net of Depreciation 
Cash Draws from Associated Partnerships 

Total Funds Provided 

$125,089.49 

12,424.66 
19,635.86 

69.83 
4,524.57 
1,388.78 

74.656.13 
$ 237,789.3: 

235,583.3( 
19,085.8f 
59,443.17 

121,837.OC 
313,840.72 
105,852.74 

1,181.28 
173,930.35 
20,429.50 

922.11 
27.693.58 

$1,317,589.02 

FUNDS APPLIED: 
Loans to Officers 
Advances to Associated Partnerships 
Accounts Receivable Increase 
Increase in Prepaid Expenses 
Cash Surrender Value of Life Insurance 
Accrued Interest Receivable Increase 
Purchase Fixed Assets 
Investments in Associated Partnerships 
Increase in Deposits 
Reduction of Accrued Salary 
Curtailment of Notes Payable - Current 
Decrease in Withheld and Accrued Payroll Taxes 
Partnership Gains Not Drawn from Partnerships 

4,000:00 
842,246.74 
82,169.42 
1,074.51 
5.278.00 
1,674.91 

12,358.58 
285,143.82 

7,793.80 
1,988.46 

64,557.20 
2,273.57 
7.030.01 

Total Funds Applied $1,317,589.02 
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NOTES TO FINANCIAL STATEMENTS 

1. Equicy Program Investment Corporation (EPIC) vas incorporated under the laws 
the Commonwealth of Virginia on December 30, 1974. The authorized stock: 500,000 
common shares with a $.01 stated value; 100,000 preferred shares with a $.01 
stated value. As of the balance sheet date, EPIC was acting as the general 
partner for seventeen limited partnerships formed under the Uniform Limited 
Partnership Act of the Commonwealth of Virginia, EPIC was also planning other 
partnerships to be formed in which EPIC would be a general partner. 

The business of the corporation is to evaluate builder's model homes, enter into 

purchase-leaseback agreements with builders for partnerships to be formed, arrange 
inancing for the purchase of the model homes by such partnerships, and then 

market the equity investment portion of the purchase to individuals via part- 
nerships, and during the life of the partnerships, manage the properties for 
the partnerships, and arrange for any .subsequent disposition of the properties. 
During the year approximately $10,700,000.00 of builder model homes were purchased 
on behalf of thirteen limited partnerships and one general partnership. 

The corporation participates in operating profits and losses of the partnerships 
ranging from no interest to 5 1/2% of the partnership operating income or loss. 
In addition, the corporation shares from 45% - 50% of the difference between 
net selling price of the property and the gross purchase price of the property, 
subordinated to each limited partner's receipt of varying cumulative returns 
on his capital contribution. 

2. The corporation is liable for the organization and administrative expenses of 
creating the partnerships and the management thereof. They are entitled to a 
fee of 4.5% - 5% of gross rental income for this management which is subordi- 
nated to the partner's varying cumulative annual return on capital contribution 
in some cases. 

Contingent liabilities for the partnerships, in which EPIC serves as General 
Partner, are created when the partnership is formed. The greatest contingent 
liability is for the amount of the mortgages or deeds of trust given to secure 
the loans on the model homes. No limited partner, as such, shall be personally 
liable ror any of the debts of the partnerships, or of any of the losses 
thereof beyond his capital contribution plus undistributed profits of the 
partnerships, except for any distribution that may be made to such limited partner, 
if the remaining assets of the partnerships are not sufficient to pay the then 
outstanding liabilities, exclusive of liabilities to limited partners on account 
of their contribution and liabilities to the General Partner. The General 
Partner is liable for debts above the aforementioned contribution and undis- 
tributed profit. The corporation attempts to place non-recourse notes on the 
properties, which are acquired in the name of the partnerships. It is the 
anticipated practice of the corporation to contract for the purchase of 
additional model homes and subsequently to form new partnerships to take title 
to the properties. It is EPIC's intent to pay or not pay, at their discretion 
all loan fees and/or points on the properties mortgaged for the partnerships. 

3. As of the balance sheet date $113,576.35 was in unrestricted checking accounts 
while $9,093.78 was restricted. 

4. EPIC serves as the agent for associated partnerships. This receivable is the 
amount owed by these partnerships. 
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9. 

10. 

12 

5. Included in Accounts Receivable - Others is $52,275.00 expected ns a refund for 

Ji* S.£roc' 
concur th^t this receivable will be recovered. 

6. These notes were issued by investors in associated partnerships in lieu of 
cash capital contributions. The notes bear Interest at 82 per annua,. 

7" nerirodlar0° ^ depreciated over a seven year period, leasehold improvements over five years, and automobiles over three years 
These assets are being depreciated on a straight line basis. 7 

8. EPIC, as General Partner of various related partnerships, has invested $196 11R Lf, 
In cash, received $9,232.34 of Income, $1,388.78 of los'scU, participated I!' 

Into new partnerships of $152,391.86, and received $27,693.58 of 
wxthdrawals for a total net Investment of $328,900.30. 

totalllne^lQfi ^ a^K " e',Ual 10Z 0f t0Cal cash investments totalling $196,358.46 by EPIC in the associated partnerships. 

intere^r/1^110131^ ^ 0f the broker-dealers marketing limited partnership interests, advanced the corporation these funds. 

u' "ed t:"^:spaarte°:xr°clated partn"shi^- ^ ^ —t 

ande$25aoonlnnCUrreM C0,lslfts o£ "5.000-00 payable to Security National Bank 
of flvf'^r^l fj' t0 McLean Bank- The Glance of $4,196.00 consists 
Currpnr ^ n loans secured by personal property. Notes Payable Non- 
vear afi-o!- i-h i.^,fmeDtS ^ l°ans due more than one year after the balance sheet date. 

The Special Payable to Associated Partnerships consists of securitv deposits 
and completion escrows made by the builder/lessees as of December 31, 1976, 

^nC0^e ta*eS haS been comPuted as amount of Federal and State 
anDlipd r based on the tax rates prevailing as of the balance sheet date ' applied to the net income before taxes from Exhibit A-II. 

Deferred Credits are composed of unrealized organization and marketing fees 
computed on unsold portions of limited partnership equity. 

Partnerships pay interest to EPIC for funds advanced to purchase rental properties 
interest rate is equivalent to the estimated cash flow in the offering 

memorandums. As the partners invest their capital the initial loan is curtailed. 

Pa/l ll1CJ7' of the gross sales Price 1% of an 80% mortgage for a total of 6.8% of the gross sales price. 

^nln118 1:/6' EPIC 103(36 pa^nen,:s Co associated partnerships when resale prices were 
EPIC ^^trT^^c^Vnnt0rS, capit:al as follows: EPIC Associates V $29,639.40; 
$1 671 00 on hSh if f FPTr aEPIC alSO niade Tnorc8aSe payments in the amount of 
r ' ,* ehalf of EPIC Associates IV. These payments were made by the 

and^ave br"61" nPIC)^C0 ^ Liniited Partnerships to fulfill special guarantees 

Investment Corporation^ " eXPenSeS ^ the aCC0Untin8 reCOrdS 0f 

13. 

14. 

15. 

16. 

17. 

18. 
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o. j'ozsrzis 
CCKTinCD PUSUC ACCCUSTAHT 

10T2 ScMINARY PLAZA SUILCIMG 
•ifioO KEMMCRE AVENUE 

ALEXANDRIA. VIRGINIA 223Qi 

(703 ) 370-9191 

c^braary 23, 1978 

Soard of Ciractsrs 
-culcr PrcsTtia ~z.visdene Corporation 

and Iiholly Ovcec Subsidiaries 
Alaxazdria. V'irsiria 

. ^ 41 "'av'a exacLzad cha cons olid a cad balance sheac of Zcuirr Prcgrass 
in'.'esw-anc Ccrroracion and its vholly ovnad sxibsidiaries. IPIC Mor-iara 
^ac., —IC^eaic? Corporacicn, Z21C Securicias, Inc. and Tcnlaw Models,' 
-nc-, as az Deca=ber 31, 1977, and =he reiacad consolidaead scacesencs 
o: -—cona and chanjas in financial ?asi:ion for che y-ar chen andad. 

'*■ a;ia=i-2cion vas nade in accordanca virh -zanarallv accapz3^ =ud--in^ 
standards, and accordingly inclcdad such cmcs of che accou^ti^; records 
a-.- seen ocher auciring orocadures as I considarad cacassar^ in "he 

circunscancas. 

ny op^__cn, ^che aforasiencicnad ccnso^icacad financial scacacents 

"hat of the preceding vear. 

    

, JAMES c^_JO:ZS 

IIID4 
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EQUITY PROGRAMS INVESTMENT CORPORATION 
AND WHOLLY OWNED SUBSIDIARIES 

EPIC MORTGAGE, INC.. EPIC REALTY CORPORATION 
EPIC SECURITIES, INC.. TUNLAW MODELS, INC. 

Consolidated Balance Sheet 
December 31, 19*77 

Assets 

Current Assets: 
Cash in Banks and On Hand (Note 2) 
Account Receivable (Note 3) 
Notes Receivable (Note 4) 
Prepaid Expenses (Note 5) 

Total Current Assets 

Fixed Assets, Net of Depreciation 

Other Assets: 
Capitalized Lease (Note 1) 
Notes Receivable (Note 4) 
Officer Receivables 
Cash Surrender Value — Life Insurance 
Deposits (Note 7) 
Deferred Charges (Note 5) 
Partnership Investments - Net (Note 8) 
Other Investment 
Organization Expense 

Total Other Assets 

TOTAL ASSETS 

$ 356,258.03 
1,027,219.92 

82,230.77 
44.744.71 

$ 1,510,453.42 

50,330.84 

$11,292,093.00 
177,363.81 
62,724.61 
7,559.73 

18,815.00 
41,756.87 

267,534.07 
725.00 

 7,629.46 

11,876.201.55 

$13,436.985.82 

The Notes to Financial Statements are an integral part of this statement and should 
be read in conjunction therewith. ' 
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Liabilities and Stockholder's Equity 

Current Liabilities: 
Accounts Payable - Trade $ 17n n,7 Afl 

Special Payable - Partnerships (Note 9) 295 *661 .*95 
Account Payable - Partnerships (Note 9) 259*970*47 
Accrued Salaries Payable A9 995 ll 
Notes Payable - Current (Note 10) 391 337 02 
Withheld and Accrued Payroll Taxes 5'403"19 

Accrued Interest Payable • Vflsfinn 
Income Taxes Payable (Note 12) 102' 088^'«n 
Deferred lacome Kuce* (Note 12). 

Total Current Liabilities   s 1,395,904.43 

Other Liabilities: 
Notes Payable - Officer $ 7S nnn nn 
Notes Payable - Noncurrent (Notes 1 & 10) 11,306'095 03 
Deferred Credits (Note 13) '18 S&E 

Total Liabilities Liabiiities  11,530.844.8* 

Stockholder's Eaulrv: 
Capital Stock: 

Common Stock, .01 stated value 500,000 shares 
authorized, 107,500 issued (Note 11) $ i 075 00 

Contributions in excess of stated value 112'275'oo 

$12,926 ,W. 2 

$ 113,350.00 
112,275.00 

Retained Earnings: 
Balance, January 1, 1977 $ 180 7qs AA 
Add: Income for the Year Ended » 95.66 

December 31, 1977 (Exhibit A-II) 216 090 87 
Balance, December 31, 1977    2 '— 

Total Stockholder's Equity  396,886.53 
510.236.53 

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY 
$13,436.gSS.87 

be read In conjunction therewith? a" ln':e8ral Part °f this statement and should 
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EQUITY PROGRAMS INVESTMENT CORPORATION 
AND WHOLLY OWNED SUBSIDIARIES 

EPIC MORTGAGE, INC.. EPIC REALTY CORPORATION 
EPIC SECURITIES. INC.. TUNLAW MODELS. INC. 

Consolidated Inconie Statement 
For The Year Ended December 31. 1977 

Income: 
Initial Loan Interest (Note 14) 
Partnership Organization Fees (Note 15) 
Builder Fees (Note 15) 
Property Management Fees (Note 1) 
Reimbursed Expenses 
Miscellaneous Income 
Loan Origination Fees (Note 1) 

Total Income 

Operating Expenses (Schedule A-2) 

Net Income From Operations 

Other Income: 
Farm Sale - Net of Costs (Note 16) 
Interest Income 

Total Other Income 

Total Income Before Income Taxes 

Provision For Income Taxes - Net of Credits 

NET INCOME 

$ 79,136.72 
457,604.33 

. 1,155,971.27 
89,751.78 

930.29 
591.23 

235.985.02 

$2,019,970.64 

1.700.896,73 

$ 319,073.91 

$ 36,555.68 
35.471.68 

72.027.36 

$ 391,101.27 

175.010.40 

$ 216.090.87 

areinte8rai part °f - •-»" 
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SCHEDULE 

EQUITY PROGRAMS INVESTMENT CORPORATION 
AND WHOLLY OWNED SUBSIDIARIES 

EPIC MORTGAGE, INC., EPIC REALTY CORPORATION 
EPIC SECURITIES, INC.. TUNLAW MODELS, INC. 

Consolidated Operating Expenses 
For The Year Ended December 31. 1977 

Operating Expenses; 
Accounting 
Advertising $ 18,120.0( 
Auto Expenses 58,906.7] 
Broker Fees 20,005.7; 
Commissions, Broker & Reallowance (Note 17) 26,236.04 
Consulting 356,874.16 
Depreciation ♦ 16,064.00 
Dues and Subscriptions 12,882.79 
Employee Welfare 9,859.78 
Entertainment 2,820.72 
Insurance 19,653.99 
Interest 16,723.87 
Lender Charges 91,250.91 
Legal 4,180.50 
Loan Origination Fees 104,366.45 
Loss on Investments 146,200.91 
Marketing 58,5jAk6 
Miscellaneous 35,2^^^4 
Office Expenses 1,280.42 
Office Rent 64,102.33 
Partnership Operating Losses 24,404.29 
Payroll Taxes 18,698.82 
Penalties 17,024.90 
Permits and License 3,949.66 
Provision for Investment Losses 4,975.70 
Recording Fees 29,726.00 
Salaries 6,508.62 
Telephone 440,609.01 
Travel 33,331.OA 

Total Operating Expenses 
58.341.34 

SI,700.896.73 

be read in conjJStion ther^ithf ^ ^ inte8ral part of this statement and shoul<j£ 

0 
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exhibit a-ii 

EQUITY PROGRAMS INVESTMENT CORPORATION 
AND WHOLLY OWNED SUBSIDIARIES 

EPIC MORTGAGE, INC., EPIC REALTY CORPORATION 
EPIC SECURITIES, INC., TUNLAW MODELS, INC. 

Consolidated Changes in Financial Position 
For The Year Ended December 31, 1977 

FUNDS PROVIDED; 
Nec Income 
Add: Items Not Requiring Cash Outlay 

Accrued Interest 
Amortization 
Depreciation 
Partnership Operating Losses 
Deferred Income Taxes 

Funds Provided from Operations 
Decrease in Accounts Receivable ' 
Net Decrease In Partnership Investments 
Accounts Payable - Trade Increase 
Special Payables - Partnerships Increase 
Increased Accrued Salaries Payable 
Notes Payable Current Increase 
Increase in Withheld and Accrued Taxes 
Income Taxes Payable Increase 
Notes Payable — Noncurrent Increase 
Exercise of Stock Subscriptions 
Common Stock Issued 

Total Funds Provided 

$216,090.87 

18,095.00 
69.83 

12,882.79 
18,698.82 
70.921.89 

$ 336,759.: 
2,877.i 

23,031.; 
22,401.] 
97,273.S 
26,481.S 

287,141.C 
3,323.8 

67,518.C 
11,302,127.3 

2,000.0 
12.350.0 

$12.183.285.8 

FUNDS APPLIED: 
Cash in Banks Increase 
Increase in Current Notes Receivable 
Prepaid Expense Increase 
Increase in Long Term Notes Receivable 
Officer Receivables Increase 
Increased Cash Surrender Value - Life Insurance 
Deposit Increase 
Increase Deferred Charges 
Other Investment Increase 
Increase in Organization Expense 
Accounts Payable - Partnerships Decrease 
Curtail Notes Payable Officers 
Decrease in Deferred Credits 
Preferred Stock Converted to Common Stock 
Purchase Fixed Assets 
Capitalized Lease Increase 

Total Funds Applied 

$ 233,587.4< 
72,939.6: 
41,578.5* 

177,363.8] 
52,683.4/ 
2,281.7: 

10,323.Of 
41,756.87 

725.0C 
7,489.81 

126,918.29 
40,352.74 
37,693.46 
2,000.00 

43,498.99 
11.292.093.00 

$12,183.285.82 
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NOTES TO FINANCIAL STATEMENTS 

^ Pr08raf5 In^estr;2ent Corporation (EPIC) was incorporated under Che laws^ the Commonwealth of Virginia on December 30, 1974. As of rhp 2 ! ! 

i-i-rp:it^
Wpipxc{:E 

thl.? L. a i Partnership investments through broker/dealers. Due to 
six (6) of fh acquisition and syndication, EPIC was the only "partner" In 
the I'd tla^lM PaT!"hlPS' o£ nature of Che business, 

^ , fn^ liabilities of these entities, with EPIC as the sole oartner 

0f^h\ lL\tl1l1"p:r:neB:s
1";:■■SLe:eCd0„fnELIeC•^'^ 10 Che £inanclal State°e"" 

partnerships of a.Luar na^SL a^l^^tfd^ JhT^u^^reX"^1 

ovns 150Z°^ Jh^our1thld/hIS COnCef' ls cl>s Parent company and presently 
^ EPIC outstanding stock of the following corporations: EPIC iortgaee Inc., EPIC Realty Corporation, EPIC Securities, Inc. and Tunlaw Models, Inc 

of the pa^^sh\-tSr^^s^ 
and arranges for any subsequent disposition of the properties During the ' 

purchased^n'behalfX^aCel'r $16'500'000-00 of Wilder model homes and lots wer 
$4 300 000 00 in Sai~ Partnerships. Dispositions amounting to approximately ^,JUU,000.00 in sales were made on behalf of partnerships EPIC wa<? 

purchase/lease arrangement for approximately $11 300 000 00 of builder models on behalf of Its vholly ovned subsidiary, Tunlau Models Inc. 

SlcS^uTr^lSrS inte^:srt1r5r0£ItS dadd l0SSa\0£ the hiP = 

^°g^s-purch:sec^idlffrare be™,ien n" =f%s:rpro"e"t; :n
hdares 

rorJ ^ f uf 11 property, subordinated to each limited partner 

^PU^ :ofnmbStirbUtlon " cap1"1 and varyi"8 —•• 

^IslT^ZrV EpLCh
h

aSin8 m0^1S Prl0r " of the partnership 
at various times The Corooratio7 h8 of ownership In the partnerships 
partnerships as I 3 0 ac1uir<id additional ovnership in the 
the net realizahlp v^l Purchasing or exchanging interests. When 
has been estimated to be less than' 1!^,,f^ ^ exchanScs oc purchases 
ment has been reduced to refLc^ this e^ttaatf "Sri^ <:0ntrlbu"d' ^ """t- 

The Corporation is liable for the organization and administrative expenses 

a fee olTsr Tx'lT"^ ^ J"5 Thev are ent^Ud to 
cases is subordlpL ^ ren" lnCO°e f°r this ma">a8ement, which in so™ 
cap!tal concrihnroH " Ch<! —lative annual return on 
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forced due to EPICs role a,'ceneLl""^-rn,!n'l!h'i par"ershlFs 

lUbillty Is for the mortgages or deeds'of t^uat glven'to SefrrL'10'"11"^"'1 

ourch h0,I!aS; NonMU>'' che """gage secured Is f!r appro^/ly m of"^ purohase price. Under certalo clrcumatauces, thev are placed at 9M,nd ! 
sequently reduced to 80% when rho *- j , P-]-acecl at 90/. and sub- 
During this period when a qn' limit:e^ Partners have contributed their capital. 
EPIC'^ nni-f ^ inort8age is on the partnership property it is EPIC s policy to pay the Interest on the 10% excess mortgage No UmUed 

^de tfsLh H^tfd n' f0r distribution that may be 

unlL^-ed'ro"" ^ 

-r u'lTt^ ft/r" d 3 "hi;h - - — 0° theCpartner- 

la exchange for Its partnersUp Invest ' " 13 CO 

Corporation^ entitie3 Uh0ll>, -^"i-ries of Equit7 Program I„vesc=ent 

la earlyC1977!:83fts DumoiEPIC Mor^ga8e'1 was fonned as a Delaware corporation 
Co ^orrow and lend tnonev, or eenerallv d^al in promissory notes. During the year under review, EPIC Mortgage acted as a 

Thev pald^onml taent feeflnd^rlS' tf" 1PS ln SeCUrln8 

the" partnerships fees for the loaTpUce^en"3 Eplc^rtg^gl. s^gr^s^rof It81"8 

origination fees was approximately $90,000.00 during Che current year. 

In latTw'^L^u™"0? (EFIC Eealty) f0n"ed as a Vl^* corporation 
estarp f-ra «--( P H3 SB is to act as a commissioned broker/agent in real estate transactions among EPIC EPIC a^nr-f xn reax 
and the genera! business public EPIC Real rw f '""ties . 
commissions during 1977 It <='=! ealty generated a minimal amount of 
Investment CorpSt^^s a^ifr^nicc of 
corporate names in the aforementioned State. conflict of 

in lat^'ru^X^ uto T/*™' ** * operation 
review EPIC Secur-IM<»c rH J " secur^t^es- During the year under lew. EPIC Securities did not engage in any material transactions. 

December13" ,<IUnla,') '"^d as a Maryland Corporation in 
leaseback agreement date" DeSeTl" S^formod Th" K 

purchase price of $11 t}2 093 oo"" Th pUr':has'!'i modeJ ho®es for an aggregate 
institution. The Corp^r'a^o! ha^'no ^t to33',^ J'7 fina"Ced "lth 3 le"dln8 
the eighty-four (84) month term of the lease "ihe .^11 /f* propertIes """'"S 
CO resell the prooertles ar ^• " s®- /he seller/leasee has the right 
early termination" rights upon (i/its^jale ofrche nrn 0f the i6336 ^ haS 

purchaser, (ii) its pay-off of mortgages (iii) or iTr^ ^ Ch^rd part7 

6 5 viii; or it any proceeds from resale 
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Is for a non^,""1"6" T th,! landlord- ^ P^nt obligation of the less 
five vears and T"8 ^ i'nnuaU=e<i ' 1/^ for the first 

price of properties under ^ °£ ^ ^ P-hase/sales F naer iease- Tunlaw maintains a sDeclal acrnnnt- .u . a 
The bank 

bank wherein the monthly loas. " Mintalns a speolal acooont ulth 
is authorized to vithdiaw tb Pay°entS "e daP°3lted by the lessee. The b 
the remaining balance is unrestricted"7 Thlflf ^ fPf!-led "Z" l0an and 

^m^tLle^d^'the^ti^'l"10":- TUnla"0isa ^ITiJTzn L'rlv 
proceeds above its origina! purctae a^hl^t^rfe'e". in 

inaticutio^to purohlse"^^^"'^^"^"^^ th' :1977, VlCh 3 Undi!lg 

l981- 

released from liability r^3 33 ®uaTa"cor of cllls loan. Guarantor shall be 

a- " ~1u^ 
blank. bank with stock povers duly executed in 

arrangement^^Thebfair'market'value of the leas'T"8 reC
ri
0rdS/S a ^nancing 

bank loan o^tstanding'onil^.O^^O^6 16356 ^ COnSidered to e^al ^e 

2- As of The Balance Sheet date, $22,351.42 was in restricted accounts. 

$876,629. Spinel uded^n'th^balance^f11?! aSSOCiaCed Pa"nerships 
associated partnerships. ^.027,219.92 is a receivable from 

'• s:c:3d^r^^ia!^f?°d2tri^3^;^3^3- ^ - srured by 3 

ifc1;50^00 r™; H-ur^r^'So^t^-t-ii^^" 
investment controversv?3 This note^^0' lY* 1S th': - o" 
an agreement entered Into dated December^ "1977" rjl"1"8 a"d ls evlde"ced by 

. a=3 -th" p^:,-th\^H: -a"—™cy:":e3 

r""Vr' ^ be^rl lied 'within by the payor. The proceeds of thH ^ three Wel1 SiteS desig^ted 
Property sold to the general oublir ^ 3176 _!:Lmited t0 the amount of the note. 
5161,893.87. Included In this amount if ch'l ' T""""8 " 
The notes are on "j-lO.UU which is considered current 
^e scheduled payments amounrto'sr^b. sf ^^^rfp^ab'u^^3 fu'^r"" 

expense and $41,756F37 deferred^h.rge^3 Thrbalanc^ofd 38 S">115-00 P"Pald 

consists of SIS AS7 sn -i , balance of prepaid expenses 
Inc. and Slsfi^lI-preSid^Wr^0"1^"1 F"3 P3ld ^ EPIC M°"«a^- 
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7. 

8. 

6' 0
E~ over a ^ 

Th^s, asse^ are „.£ thr" 

r^-rrr^r^rr-r-^n;'. rirjrr- 

SirSr^S^H"™— —s—. 

s=i- .rdrrssSCi ^F-2 - 
curreacrear EPIC lo"e' 00 During the 

Ki—SSSS 
future losses of $29,726.00. $60,365.57, and a provision for possible 

" :Bi?irE? Sr F-p^'W2.ss.-r~ 
=«, rece^ Ld^:b

r:„err^Ut%r^t;o^aL-r:r
1^er

13\S:.n" 0f 

10- ^To^d?f nir^g™ —- >«*» 

ZJZFZ "rr1 **? °f ^^"rL'^L^T^i'h^1-^-093-00 

C Office e,ulpM«? loterest^atea ""sz?"""1 b7 aUt08- ^ "" 

^■^■* The authorized stock consists of ^nn nnn t_ 
The subscribed preferred st^k totSi^ 5^ ^sha^63 ^ 3 $-01/Cated val^- 
by two of the nff-rr~ar<, U , , JU,0fJ0 shares was converted to common 
107,500 common shares outstanding f1? ^ officer,s o^ing 54,500 of the 
of the corj^ation exercised an ontion to^6 *" ^ ^ offlcer^oyee 
$1.38 per share Thar* arc, jH* j purchase 7,500 common shares for 
outstanding as of the BaWe She«"«e^ °Ptl0nS °r converslon P^'ileses 

• 

S^t^' PS2ea.r^ler? dUe Md W1' ^ ">« W" lnc=™ 
on the flaanclal^catement recaln^ f t"eS a" ta^es bas^T 

rental Incce by Tunlav Model' Lc " and „f deferred 

aSMrHrSSi's-ssrtsss Si- 

Ss^SSa5^-•"ss-•«■ 

13. 

14. 
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15. 

16. 

17. 

? the "d ™ for services 

or:^ 8ellln8 

ZTJiZttz-- -- 

Sntr— P*rtle8 " ln"r'1»t» the associated lifted 

# 
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About the Company 

"EPIC is an acronym for Equity Programs Investment Corporation, but it means model home 
financing. EPIC is involved in two basic industries—homebuilding and finance. From the home- 
building industry we get our product and the income stream that it generates. Categorically 
though, it is really the finance industry to which EPIC belongs; a specialized area of the finance 
industry—namely, purchase-leaseback (sale-leaseback). 

Sale-leaseback is a well accepted corporate financing technique for many products and 
companies, the most common being equipment. Generally, the leasing transaction is based on 
the efficient matching of cost-use with time-use of the product for the lessee. Also, the tax 
advantages of ownership of the product are shifted from the user to the lessor. For these trade- 
offs, the equity capital requirements are also shifted from the user to the lessor. 

It is our product, however, that makes our company and its sale-leaseback transaction unique. 
Our product is a house. A particular type of house—a "MODEL HOME". This is the house that 
builders use to demonstrate to potential buyers their production houses in a finished (generally 
completely decorated, furnished and landscaped) condition. They are typically the first houses 
built, the best located and have the lowest initial pricing in the development. 

Model homes have always been treated by homebuilders and homebuilding finance companies 
like every other house in the builder's development. But they are not the same. They are the last 
house sold by the builder, but the first ones built. They are almost always built with expensive 
short-term construction financing rather than planned project financing. The builder's loan is 
usually very low in relation to value because the models contain "extras" as sales or marketing 
packages. These "extras" require the builder to outlay additional capital at the beginning of a 
project when he can least afford it. 

Our sole activity then is sale-leaseback financing of builder's model homes. We buy these houses 
from homebuilders at the initial stages of subdivision development. EPIC acquires the houses in 
a partnership in which it acts as general or managing partner. Limited partners contribute the 
necessary equity capital and the partnership then leases the "model home" back to tnfe'ae ^ ' 
builder for as long as he needs it. We have matched his time use with his cost use. 

Simply stated, EPIC provides the capital for the models in lieu of the builder providing it. 
Our partnership then owns an asset that generates an income stream large enough 
to provide a good cash yield. Our product is also relatively low priced, secure and 
comparatively liquid to other real estate, if and when we want to sell it. In addition'*" 
the ownership of leased real estate has significant tax advantages. 
Finally, houses have experienced significant price appreciation 
in the past and the homebuilding industry is now 
looking forward to a decade of unprecedented 
demand. 

The '80s will be a period of rising prices for all of the 
production factors in housing. Land, labor, and capital will be 
in short supply and the conditions that have caused housing 
costs to increase in the past decade will continue in the next. 
In the future decade, however, tremendous upward 
pressure on housing prices will be generated from two 
additional factors. The first, unprecedented 

Cover photos: 
Costaln model home 
Fairfax County. Virginia 
Costaln model home 
Fairfax County, Virginia 
Ryland Group model home 
Houston. Texas 
Wood Bros, model home 
Phoenix. Arizona 
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demand caused by ihe postwar baby boom, will intensity throughout the '80s and only moderate 
jjfc in the 90s. Within the next ten years, demand for housing will exceed the supply capacity of the 

industry by as much as 200,000 - 600,000 units per year. The second factor, an interruption in the 
supply of housing caused by economic conditions, will only occur periodically but each occur- 
rence will generate extreme upward pressure on housing prices. 

As we approach 1980 we are experiencing the beginning of such an interruption in the housing 
supply. This interruption is being caused by high interest rates. How severe this interruption will 
be depends upon the eventual level of interest rates and the ability of consumers to qualify for 
home loans. If housing starts in 1980 are less than 1,200,000, the resultant price increases in 
1981 could be as much as 20-30% over the cost of housing in 1980. This will be caused by pent- 
up demand being translated into active competition for the existing housing stock as interest 
rates fall during late 1980 and 1981. 

Our business is simple. We combine the simplest form of real estate (a house) with a specialized 
cost/fime form of financing (sale-leaseback) to create a beneficial financial structure for all 
parties involved. r 

Meeting EPIC's needs in the 'SOs will be complex. To meet our capital requirements in this 
expanding market we must develop new financing instruments for non-owner occupied property. 
In the building industry we must recycle investment capital to the homebuilder while minimizing 
our cost of models. However, EPIC has a five-year history of meeting objectives such as these. 
The report for 1979 that follows shows part of that history. 

1979 Statistics and Achievements 
Complat«<J fifth full y«ar of op«ratlons. 
Nat worth Incraaaad to ovar SI million at yaar and 
Modal homaa acquired for Invastmant — 
$39,139,574. 
Mortgagaa placad — $24,464,350. 
Mortgaga •arvldng Incraasad to $35,000,000. 
Syndlcatad aqulty ralsad — $5,075,843. 

25 new limited partnarshlpt ware formed. 
Non-leveraged equity raised — $7,679,500. 
Model homes sold at end of lease term totaled $7,501,236. 
Year end inventory under management — $62,460,415. 
Moved and expanded corporate headquarters. 
Staff increased by 19 for a total of 51 employees 
In the corporate headquarters. 
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Review of Operations 

con'c developing p.og.am 
ol 1978 we worn in a pSSTo ^7 tec.hn'^ end sources. By,he end 
approximately $30 million to over $50 million in 1070 t 0nS m an acclulsl,,on base of 
expanded ou, regional ollioe nelwork In me soumern and wesre^U S TheKnH ^ 
markets were entered and operations in Colorado. Florida and Texas^re s^ngihmed Ar'zona 

——- 
credit-worthy builders that represent the least risk lo BPICMhfh ecled 10 "'e sl'onger. more 
our acquisition philosophy—strona builders Pxnanrt 1 maximum potential. In fact. 

goal, risk aversion c^mbin^ ^h sh^ier^incom^ancTappreciahon'poient^.^^^^^138 

iddSwsOTrl'el'ln Sl™ship,MminTa"f<r;eatr,ea^ 0U'h0me 0,,icc s,a"adain5 
servicing, securities administration legal and comoufP m^na9emen,• mortgage 
improved our capability to manage our existing Dortfolfo anrt^ "h IheSe acldl,l0ns 9rea,|y 
field operations. 9 por,,0,,0 an^ provided us the necessary backup to 
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At the same time we were planning and implementing our expansion, we were also watching 
economy with great concern. We prepared several alternative plans for coping with potent^?T ''#M5 ^ 
downturns. These plans included increasing our bank credit lines, developing a strbngTerrtal'^ | 

■ management program to offset a weak sales market, and increasing our committed iperinwwent^^v' I 
financing.- . 

This preparation became of vital importance in the 4th quarter of the year when the Federal 
Reserve drastically altered the credit available to the homebuilding industry. Our posture im- 
mediately became defensive and we virtually eliminated all new activity in the quarter except for 
those purchases already committed and financed. This posture will remain our policy until a more 
favorable outlook for housing can be made. 

In 1979 EPIC s net worth increased to over $1 million. Probably the most significant fact of the 
year, however. is how well EPIC withstood the severe interruption in activity that occurred in our 
normally most active quarter—the 4th. This, coupled with the cost of expansion in the earlier 
quarters, caused profits to be down by approximately 16% year-to-year. More important than 
year-to-year earnings is the fact that EPIC was able to deal with weaknesses in both the home- 
building and finance industries. In the future, our expanded capabilities that we created in 1979. 
combined with the strong housing market for the '80s, makes us more optimistic than ever. 

ESI Securities, Inc.—One of EPIC'S major accomplishments for 1979 was the expansion of its 
broker/dealer network. Through its broker/dealer network. EPIC raised over $5,000,000 of 
syndicated equity and over $7.600,000 of non-leveraged in 25 limited partnerships. This is the 
most equity the company has raised for a single year in its five-year history. 

EPIC Mortgage, Inc.—1979 marked the third year of operation for EPIC Mortgage. Inc. (EMI), a 
wholly-owned subsidiary of EPIC. At year end, EMI maintained a servicing portfolio in excess of 
S35 million representing some 15 permanent loan investors nationwide. 

During 1979, EMI expanded its existing network of mortgage lenders through the creation of EPIC 

k Financial. Inc. (EFI). EFI's first objective was to penetrate one ol the country's most capital- 
F surplus regions—New England. EFI's first office was opened in Hartford. Connecticut, by Charles 
(Chuck) Kipp, Executive Vice President. Chuck, a lifelong resident of Connecticut, was formally 
Regional Manager tor Mortgage Guaranty Insurance Corporation (MGIC) where he was responsible 
for the development of their New England region. 

In less than a year. EPIC Financial, Inc. arranged in excess ol $11 million in permanent loans 
originated by EPIC Mortgage, Inc. for various EPIC limited partnerships. This represented almost 
50% of the mortgages placed during the year. 

As inflationary pressures have continued to erode the value of long-term, lixed-rate mortgages, 
the EPIC concept has become increasingly more attractive to lenders. Since a loan to EPIC is 
usually structured to pay out between three and five years, a lender can better manage his 
assets and liabilities for maximum protection and yield in a market that is subject to rapid swings 
in interest rates. Other features, such as equity kickers and re-negotiable rates during the term of 
the loan, have been made available to lenders as further inflationary protection. EPIC's unique 
innovative financing, which offers the liquidity and safety of an insured investment in single family 
housing, along with the best features of a commercial loan, provides a lender the maximum asset 
management flexibility. 

At the present time. EPIC Mortgage. Inc. is negotiating the issuance of its first Mortgage Pass 

IS?."9!:Cer,ifica,e which is bein9 reviewed by Standard & Poor's for potential rating possibilities. EPIC s five-year track record, the credit of its builder clientele and the national scope of EPIC's 
operations which offers the investor substantial geographic diversitication. are the factors that 
will enable EPIC to offer in early 1980 the first rated security, collateralized solely by investment 
property. 

Tom J. Billman 
President 



Marketing Statistics 
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Statistics from EPIC'S five years of operations provide the basis for projecting acquisitions and 
prices in the '80s. Model home acquisitions should exceed $50 million in 1980. The average price 
per model will be approximately $89,000. 

Each year, EPIC's acquisitions in the 4th quarter comprise almost 50% of the total year's 
acquisitions as builders attempt to "clean up" their financial statements for the coming year. This 
bulge in the flow of product creates pressures on capital and people that we hope to lessen in the 
future by better planning and builder communication. 

During the '80s prices of new homes will increase dramatically. The graphs on these pages 
project the NAHB forecast of prices that we believe to be far too conservative. Our experience 

. ..v.' 
EPIC Annual Purchases ^ 

of Model Homes 
CompartMn by Quarter (In millions) . 
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Population 
Group 

Equilibrium 
Starts 

Pro|«etsd 
Starts 

Potantlal 
Housing 

Start 
Shortfall 

1980 36,172 2.186 1,722 466 
1981 37,462 2.266 1,784 482 
1882 37,861 2,290 1,803 487 
1983 36,540 2,332 1,835 497 
1984 39,203 2,372 1,667 505 
1986 39,859 2,411 1,896 513 

Equilibrium starts based on the avenge ratio between 1959 and 1977of the 
prime houslng-buylnQ population to housing starts. 
Population projections, Census Bureau. July 1977. 
Housing starts. Mortgage Bankers Association Economics Department December 1979. 

1763 



indicates that pricing momentum will not be held to these levels in the early 'SOs and on a year- 
to-year basis could easily exceed 15%. This would mean that housing prices in 1985 would be 
double what they are at the end of 1979. After all. this is only a repeat of the pricing changes that 
occurred over the last six years (1973-1979). 

The question that we hear most from lenders and investors is "Where will it (the increase in 
prices) end? It has to stop sometime!" It is far from certain that such will be the case. Housing 
represents a haven from inflation for most purchasers rather than a cause of inflation. For others 
it represents shelter and stability with tax beneficial financing. As long as this is true housing ' 
prices will continue to increase over the long term. 
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P?ri0d 1974-1979'the 83168 P^ce of a new single family home appreciated at an averaae rate of 11.35%; the lowest rate being 8.4% and the highest rate being 14.1 %.• Based on these averages here Is what 

^<5^^ ^ T6 Wil1 66 f0r the 1980-1985 us'n9 the 1979 NAHB forecast 
pertod S63,308-171686 anticlPated 88168 Price8 ar6 compared to what NAHB forecasts for the 1980-1985 time 

Pl]ft£*d ^ W* Projwrtwl SdM Pile# Projected Sales Price 
of SFH u«Jng lowett of SFH using average of SFH using highest 
appreciation rats of appreciation rats of appreciation rets of 
 *4%  H.3S% 14.1% 

Year 
1980 
1961 
10S2 
1983 
1984 
1988 

NAHB Forecast for 
Sales Price of SFH 

$ 66,136 
66,694 
74,696 
65,196 
96,974 

107.629 

$ 66,626 
74,391 
60,640 
67,414 
94,767 

102,717 

$ 70.493 
76.494 
67.403 
97,323 

106,369 
120,669 

S 72.234 
62,419 
94,040 

107,300 
122,429 
139,691 
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The People of EPIC 

■♦3 

Tom J. Blllman 
Prestieni 

John B. Ignash 
Vice Presiaent lor ReaHy 

Clayton C. McCulstlon 
Vice PresxJent tor finance 

Joel H. Bernstein 
V'ce Presiaent tor Secuni'es 

Sharon L. Metzler 
Manager PeaHy Aommisiration 

Regional Offices 

Louise Stone 
Manager Securities and 
Comphsnce AcJmm.stration 

C. Samuel Halnes 
Vice President lor Administration / 
Corporate Secretary 

Joseph Cunningham 
Treasurer 

Julia P. Hill 
Manager Loan Administration 

Leonard Meltz, Jr. 
Vice President tor Mortgage 

Larry J. Mathlas 
Controller 

m 

Kathleen A. Carlson 
Communications Manager 

Walter M. Levlne 
Boca Pa ton fior-da 

Warren Tamblyn 
Pnoenm An/on/i 

f 
Lester D. Young 
Dallas Teias 

Joseph A. Lenberg 
San O'ego Cahtomia 

i ^ C 7 
L ^ '1 ' 

Dan Gaubatz 
Denver Colorado 

Frederick M. Dower 
^dsnmgion 0 C 

John A. Donnelly 
Houston 1e*as 

Charles S. Kipp, Jr. 
f uecutive V'ce P/esttoni 
[PlC financal Inc 
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Consolidated Balance Sheet 

Five Year Comparison 

EPIC and wholly-owned subsidiaries 

Assets 

Currant Assets: 
Cash in Banks 
Associated Partnerships Receivable 
Partnership Investments 
Notes Receivable 
Accounts Receivable and Prepaids 
Total Current Assets 
Fixed AsMts: 
Net of Depreciation 
Partnership Investments — 
Net ot Allowance 
Capitalized Leases 
Notes Payable — Capitalized Leases 
Other Assets 

Total Assets 

1979 

1,668,844 
1,736.835 
1.517.759 
6,371,107 

806,648 
$12.103,193 

$ 787,891 

206,073 
25,533,057 

(25,533,057) 
357.765 

$13,454,922 

1978 

$ 1,335,111 
2.848.203 

2.946,125 
98.188 

1977 

$ 356,258 
876,630 

82,231 
195,335 

1976 

$ 122,671 
945.024 

9,291 
87.683 

$ 7.227,627 $ 1,510,454 $1,164,669 

$ 67.052 

226,659 
23,271,211 

(23.271,211) 
252,334 

$ 50.330 

267,534 
11,292,093 

(11,292,093) 
 316,574 

$ 19,715 

309.264 

24,577 

$ 7,773.672 $ 2.144.892 

1975 

$358,254 
102.778 

28.377 
3,320 

$492.729 

$ 12,803 

65,809 

7.018 

$1,518,225 $578,359 

% 

Liabilities and Stockholders' Equity 

Current Liabilities: 
' Accounts and Accrued Payables 
Current Notes Payable 
Associated Partnership Payable 
Allowance (or Income Taxes 
Total Current Liabilities 
Non-Current Liabilities: 

Notes Payable 
Deterred Income 

Total Liabilities 
Minority Interests In 
Consolidated Partnerships 

Stockholders' Equity 
Paid-in Capital 
Retained Earnings 

Stockholders' Equity 
Total Liabilities and Stockholders' 

1979 
1,251,361 
7.493.591 
1,670,773 

503.966 
$10,919,691 

942.788 
*365.578 

$12,228,057 

43,731 

113.350 
1,069.784 

$ 1,183,134 
Equity $13,454,922 

1978 
$ 884,896 

3.997.992 
1,070,801 
417.982 

1977 
207,292 
391.337 
555.632 
241.643 

1976 
$ 136,990 

104.196 
585,277 
103,203 

$6,371,671 

170,896 
354,441 

$1,395,904 

89,002 
149,750 

$ 929,666 

119.320 
187,443 

$6,897,008 $1,634,656 $1,236,429 

113,350 
763,314 

113,350 
396,886 

101,000 
180,796 

$ 876,664 $ 510,236 $ 281,796 
$7,773,672 $2,144,892 $1,518.225 

1 ( DO 

1975 
$ 48,955 

168.753 
149.600 
 28.547 
$395,855 

12.286 
13,512 

$421,653 

101.000 
55,706 

$156,706 
$578,359 
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Five Year Comparison 

EPIC Associated Partnerships 

Assets 
Cash in Bank 
Special Receivable-EPIC 
Accounts Receivable-EPIC 
Accounts Receivable-Other 
Escrow 
Prepaid Interest 
Prepaid Expenses 
Rental Properties 
Less Accumulated Depreciation 
Total Assets 

Liabilities and Partners' Capital 
Liabilities: 
Accounts Payable. Accrued Interest, 
Unearned Rent, Purchase Deposits 
First Trust Mortgages 
Second Trust Mortgages 
Accounts Payable-EPIC 
Security Deposit 
Completion Escrow 
Total Liabilities 
Partners' Capital 
Total Liabilities and Partners' Capital 

1979 1978 

$75,018,404 
7 2,212.702 

$ 377.078 
986.421 
778.567 
394.863 
636,057 
700,418 

1.004.389 

72,805,702 
$77.683.495 

$42,225,906 
956.806 

$ 211,790 
473,209 
597.592 
618.514 
334.935 
412.304 
807,227 

41.269,100 
$44,724,671 

1979 1978 

$ 1,068.963 
53,980.299 

47.142 
3.426.561 

670.148 
381,597 

$ 480.761 
32,505,395 

894.089 
2.269,703 

347.237 
 148,228 

$59,574,710 
18.108,785 

$36,645,413^ 
8!079.25 



1977 

$24.921,985 
421,584 

$ 236,471 
295,662 
259,970 
269.969 
143.492 
290.163 
677.243 

24,500,401 
$26,675,371 

1976 

$12,707,093 
191,415 

$ 198,388 
386.889 

70,441 
58,451 

146,379 
441,340 

12.515,676' 
$13.817,566 

197S 

$3,889,535 
57,384 

$ 76.551 
73.048 
12,304 
17.041 
60.777 

102,170 

3.832.151 
$4,174,042 

1977 

$ 244.229 
20,207.061 

267,424 
876,630 
207,423 
89.689 

$21,892,456 
4.782.915 

$26.675,371 

1976 

$ 211,687 
9.878,229 

560,500 
945,024 
109.704 
88,684 

$11,793,828 
2,023,738 

$13,817,566 

1975 

$ 82,579 
2,966,251 

46,000 
102,778 
46.785 
10,500 

$3,254,893 
919,149 

$4.174.042 



JAMES C. JONES 
CCRTIFIEO PUBLIC ACCOUNTANT 

MARK CENTER OFFICE PARK 
tOOO N. BEAUREOARO ST.. SUITE 1O0 

ALEXANDRIA VIRGINIA 22311 

■ vt 

<703) 02O.1662 

May 9, 1980 

■vri'Vr'" ■ 

Board of Directors 
Equity Programs Investment Corporation 

and Its Subsidiaries 
Falls Church, Virginia 

I have examined the comparative consolidated balance sheet of Equity Programs 
Investment Corporation and its subsidiaries, EPIC Mortgage, Inc., EPIC Realty 
Corporation, EPIC Securities, Inc., Tunlaw Models, Inc., Sledom Homes, Inc., 
Wolrab Models, Inc., Dodge Models, Inc., ESI Securities, Inc., Model Home Holding 
Corporation, EPIC Financial, Inc., EPIC Associates, EPIC Associates IV, IX, XI 
and XX, as of December 31, 1978 and 1979, and the related comparative consolidated 
statements of income and changes in financial position for the years then ended. 
My examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other 
auditing procedures as I considered necessary In the circumstances. 

-ifi5' 
In my opinion, the aforementioned consolidated financial statements present 

fairly the financial position of Equity Programs Investment Corporation and its 
aforementioned subsidiaries at December 31, 1978 and 1979, and the results of 
their operations and the changes in their financial position for the periods 
then ended. In conformity with generally accepted accounting principles, applied 
on a basis consistent with that of the preceding year, subsequent to a reclassl- 
flcation of the prior year. 
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(I 
^Comparative Consolidated Balance Sheet 

EQUITY PROGRAMS INVESTMENT CORPORATION 

AND ITS SUBSIDIARIES 

Assets 

Current 
Cash in Bank and On Hand (Note 2) 
Accounts Receivable (Note 3) 
Notes Receivable (Note 4) 
Prepaid Expenses, Inventory & Investment (Notes 5 & 6) 
Partnership Investments (Note 7) 

Total Current Assets 
Flx«d AtteU, Nat of O«praclation (Note 8) 
Oth«r Assetc 

Capitalized Leases (Note 1) 
Notes Payable — Capitalized Leases (Note 1) 

Notes Receivable (Note 4) 
Deferred Charges (Note 5) 
Partnership Investments — Net (Notes 7 & 9) 
Other Assets 

Total Other Assets 
TOTAL ASSETS 

1979 

$ 1.668.844 
2.472.232 
6,371.107 

73.251 
1,517.759 

December 31, 
1976 

$ 1.335,111 
2.848.203 
2.946,125 

98.188 

$12,103.193 I 7.227,627 
$ 787,891 67.052 

$25,533,057 
(25.533,057) 

210.027 
13.527 

206.073 
134,211 

$23,271,211 
(23.271,211) 

176,846 
27,642 

226.659 
 47,846 

$ 563,838 $ 478.993 
$13.454,922 

Liabilities and Stockholders' Equity 
$ 7.773.672 

•Current Liabilities: 
Accounts Payable — Trade 
Accounts Payable — Investors (Note 9) 
Special Payable — Partnerships (Note 10) 
Accounts Payable — Partnerships (Note 10) 
Accrued Salaries and Commissions Payable 
Notes Payable — Current (Note 11) 
Notes Payable — Warehousing Line (Note 11) 
Payroll Taxes and Insurance Provision 
Accrued Interest Payable 
Income Taxes Payable (Note 12) 
Income Taxes Deterred (Note 12) 
Escrowed Funds (Note 13) 
Officer Payables 

Total Current Liabilities 
Other Liabilities: 

Officer Payables 
Notes Payable — Noncurrent (Notes 9 & 11) 
Deferred Credits (Notes 14 & 17) 

Total Other Liabilities 
Total Liabilities 
Minority Intaraata In Consolldatad Partnarahlpa (Note 9) 
Stockholders' Equity: 

Capital Stock: 
Common Stock, .01 Stated Value. 500.000 Shares 

Authorized. 107.500 Issued (Note 15) 
Contributions in Excess ot Stated Value 

1979 

; 339,946 
65.938 

986.421 
684.352 
198.103 

1.320.305 
6.173.286 

8.663 
269.174 

503.966 
369.537 

December 31, 
1978 

$ 318.344 

473,209 
597,592 
142.856 

1.136.372 
2.861,620 

520 
139.431 
99,182 

318.800 
159.985 
123.760 

$10.919.691 $6.371.671 

75.000 
867.788 
365.578 

164.720 
6.176 

354,441 
$ 1,308,366 $ 525.337 
$12.228.057 $6,897,008 

43.731 $ — 

1.075 
112.275 

1.075 
112,275 

Retained Eamlnga: 
Balance, January 1 
Add: Income For The Year Ended December 31 (Exhibit B) 
Balance, December 31 

Total Stockholders' Equity 
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 

$ 113,350 $ 113.350 

763.314 
306.470 

$ 1,069.784 

396.887 
366,427 

$ 763,314 
$ 1.183,134 $ 876.664 

Th i  $1^,454.922   $7 77367 
e otes to Financial Statements are an integral part of this statement and fcotfldtefrd in conjunction therewith $7,773,672 
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EQUITY PROGRAMS INVESTMENT CORPORATION 

AND ITS SUBSIDIARIES 

Comparative Consolidated Income Statement 

December 31, 
1979 1978 

Income: 
Initial Loan Interest (Note 16) $ 355.561 $ 106.453 
Partnership Organization Fees (Note 17) 163,634 93.256 
Builder Fees (Notes 1 &17) 2,501,815 1,802,314 
Property Management Fees (Note 1) 281.075 146.387 
Interest Income (Notes 4 & 18) ' . 343,603 138.330 
Rent Income (Note 1) 89,980 2,350 
Miscellaneous 23,115 2,029 
Loan Origination Fees (Notes 1 & 19) 82,817 32,292 
Commissions 93,023 11,238 
Gains on Partnership Investments (Notes 1 & 7) 176.541 41,298 
Document Preparation Fees 37,100 22.400 

Total Income $4,148,264 $2,398,347 
Operating Expenses  3,618.394 1.738.508 
Net Income From Operations $ 529.870 
Less: 

NET INCOME $ 306.470 

$ 659,839 

Provision For Income Taxes — Net of Credits (Note 12) $ 217,908 $ 293,412 
Minority Interest in Consolidated Partnership Income 

(Note 9) 5 492 _ 

$ 366.427 
Earnings Per Share of Common Stock (Note 15) $ 2.85 $ 3,41 

Comparative Consolidated Changes In Financial Position 

December 31, 
1979 1978 

FUNDS PROVIDED: 
Net Income $ 306.470 $ 366.427 
Add (Deduct) Items Not Requiring Current Funds 

Income From Affiliated Partnerships (53.676) (21 717) 
Depreciation 50.547 24.670 
Amortization of Prepaid Expenses 30.273 14 741 
Amortization of Discount on Subordinated Debentures 40,156   
Deferred Income Taxes  135,166  179.245 

Funds Provided From Operations $ 550.936 $ 563.366 
Book Value of Fixed Assets Disposed Of 3,655 — 
Increase in Deferred Credits 11,137 204 691 
Draws Received From Affiliated Partnerships 300.752 178 498 
Sale of Consolidated Partnership Rental Properties — 

Net of Accumulated Depreciation 527.820   
Subordinated Debentures Issued for Partnership Interests 

Acquired — Net of Discount 296.607   
Consolidation of Partnership First Trusts Payable 953 196   
Net Increase in Other Non-Current Notes Payable 13.824   
Minority Interests in Consolidated Partnerships 43,731   
Elimination of Partnership Equity Upon Consolidation 135,308   
Notes Payable issued For Capitalized Leases Acquired 11.171.073 15 231 351 
Reduction of Capitalized Leases for Liquidation of 

Notes Payable 8.909.227 3.252.233 
Increase In: 

Accounts Payable — Trade 21.602 198 306 
Accounts Payable — Investors 65.938 — 
Special Payable — Partnerships 1 513,212 1 77.547 
Accounts Payable — Partnerships ■ ' 86.760 337 622 



Accrued Salaries and Commissions 
Notes Payable — Warehousing Line 
Other Current Notes Payable 
Payroll Taxes and Insurance 
Accrued Interest Payable 
Escrowed Funds 
Officer Note Payable 

Decrease In: 
Accounts Receivable 
Notes Receivable 
Notes Receivable — Officer 
Prepaid Expenses. Inventory & Investment 

TOTAL FUNDS PROVIDED 

FUNDS APPLIED: 
Purchase of Fixed Assets 
Increase in Cash Surrender Value — Life Insurance 
Capitalized Organization Costs 
Increase in Deposits 
Decrease in Current Portion of Deferred Charges 
Increase in Non-Current Notes Receivable 
Reduction in Non-Current Notes Payable 
capitalized Leases Acquired By Issuance of Note Payable 
Reduction of Notes Payable By Liquidation of Capitalized 

Leases 
Capital Contributions to Affiliated Partnerships 
Cost of Acquisition of Consolidated Partnership Interest 

Net of Write Down of Cost Over Book Value 
Consolidation of Partnership Rental Properties 
Curtailment of First Trusts Payable 

Add: Non-Current Portion of First Trust Payable 
Increase in Officer Receivable 
Increase In: 

Accounts Receivable 
Notes Receivable 
Prepaid Expenses, Inventory & Investment 
Partnership Investments 

Decrease In: 
Payroll Taxes and Insurance 
I ncome Taxes Payable 
Officer Payable 

Total 
Increase In Cash 

TOTAL FUNDS APPLIED 

1979 

55.247 
3.311.666 

183,933 
8,143 

129,743 
209,552 

375,971 

20,710 

December 31, 

$27,907,743 

$ 66,774 
2.515 
2,479 
7.752 

10.000 
33,181 

11,171,073 

8,909,227 
138,590 

223,208 
1,236,087 

383.706 
58.465 
75.550 

3.424.982 

1.517,759 

99.182 
213.480 

$27,574,010 
333,733 

1978 

92,861 
2.861.620 

745.035 

107,575 
159,985 
213,480 

518 
54,403 

$24.379.091 

41,391 
3.178 

2.243 

7.826 
15.231.351 

3.252.233 
115,906 

1.820.983 
2.863,894 

53,443 

4,883 
2,907 

$23,400,238 
978.853 

$27,907,743 $24,379,091 



This is a totally net lease. The lessor has no normal 
ownership obligations and, therefore, the lease has 
been reflected in the accounting records as a financing 
arrangement in accordance with Statement Number 
13 of the Financial Accounting Standards Board The 
fair market value of each lease is considered to equal 
the outstanding loan balance. Income derived on 
these linancing arrangements is the difference be- 
tween lease income and interest paid on the loans, 
il any. and in one, lease termination fees. 

The Corporation entered into an office space lease in 
1979. The lease is for a period of five yea rs and one 
month with minimum aggregate rentals ol $752,200 
payable in monthly installments of $12.331. The lease 
contains an option to renew for an additional five year 
period with monthly payments of $12,668 and clauses 
for escalations, payment of real estate taxes, and 
operating expense of the property. A portion of this 
space has been sub-leased for an aggregate monthly 
rental of $6,102.13. These sub-leases are for one to 
three year periods. During 1979. two additional leasing 
arrangements were entered into with corporations, 
both of which are controlled by the majority stock- 
holder of EPIC. These leases are for the use of office 

, furniture, equipment, and vehicles. One lease is for a 
■period of twenty-four months commencing July 1. 
"1979, with a current monthly requirement of $2,132.10. 

The second, which is composed of a number of leases 
has been amended to a month to month basis and. as 
of the balance sheet date, the monthly payment was 
$4,238.00. It is anticipated that the Corporation will 
enter into additional non-capitalized lease rental 
commitments. 

The consolidated financial statements include the 
accounts of the Corporation, all its subsidiaries, and 
partnerships which have been previously syndicated 
and of which EPIC has subsequently acquired approxi- 
mately fifty percent or more in interest from limited 
partners. Partnerships are not consolidated during the 
syndications period. Material intercompany accounts 
and transactions have been eliminated. The invest- 
ments in unconsolidated partnerships are stated at 
equity in net assets of such partnerships, except 
during the first six months of syndication. 

The consolidated financial statements as of and for 
the year ended December 31.1978, have been re- 
classified and are presented herewith for comparative 
purposes. The reclassification is a netting of certain 
balances to achieve a more concisely comparative 
statement. The most material reclassification relates 
to the U.S. Homes capitalized lease, which has been 
previously explained. The offsetting notes payable 
have been presented as contra against the asset and 
tne related interest expense has been netted against 
interest income. This reclassificaton does not affect 

■ .net income or retained earnings of the reporting 
r. entities, although it does affect the debt to equity ratio. 

CASH IN BANKS: 

restricted accounts. $191.773.69 of this amount is 
reflected in accrued interest payable which relates to 
capitalized leases and was subsequently paid. Included 
is $349.179.40 of escrowed funds which are to be 
applied to the Escrow Funds Liability for Mortgages. 
There is also a compensating balance requirement of 
$78,000.00 on a loan and restricted funds of 
$14,484.00. This cash is classified as current due to 
the matching principal because the related liabilities 
are also classified as current. 1978 — $19.788.98 
was restricted and $159,984.91 escrowed. 

RECEIVABLES: 

3. Accounts Receivable consists of the following: 
Agency Receivable from Associated Partnerships 
$1,736,835.13 which is net of an allowance for doubt- 
ful accounts of $70,400.67; Receivables from unfunded 
settlements of $537,126.05 which were received sub- 
sequent to year end; Accrued Interest on Notes 
Receivable. $35,352.20; Property Management Fees 
uncollected at year end. $9,256.98; Employees and 
Affiliates, $7,880.78; Rental Income, $5,798.29 Lease 
Termination Fees. $15,785.84; Reimbursable Ex- 
penses. $20,129.12; Income Tax Refund of $95,258.00 
and Other Receivables of $8,809.74. The majority of 
agency receivables are pledged to secure loans. 
1978 $2,396,259 of the $2,848,203 is a receivable 
from associated partnerships. $451,944 is a receivable 
from unfunded settlements. 

4. Secured Notes amount to $6,512,913 21 and 
unsecured are $68,220.05. which is net of an allow- 
ance for doubtful collection amounting to $9,412.62. 
$6.125,050.00 is secured by partnership property in 
which EPIC is a partner. The interest rate on these 
notes ranges from 10V. to 12V«% per annum. Notes 
in the amount of $144,166.74 are secured by real 
property and bear interest at 8% per annum. These 
notes require monthly payments totaling $2.108.98, 
including principal and interest. Other Notes secured 
by real property total $27,496.47. bear interest at 9% 
per annum and have required monthly principal and 
interest payments of $467.56. Notes due from em- 
ployees total $21,155.96 The secured portion from 
employees is $7,700.00. Note(s) totaling $161,500.00 
are secured by real property and bear interest at 12% 
per annum. This note is due March 26.1980. An officer 
of EPIC acquired a three year option to purchase 
approximately fifty percent of this maker corporation's 
stock at par value. EPIC holds notes totaling $47,000.00 
at 10% per annum interest from two investors in 
associated limited partnerships. Duke Resources Cor- 
poration. et al.t owes a non-interest bearing note of 
$42,801.60. $6.296.713 of the notes are pledged as 
security against Notes Payable. 1978 — Secured 
were $3,042,782 and unsecured $80,189. The allow- 
ance for doubtful accounts was $15.025. Interest 
rates varied from 8 to 10.50%. Most of the receivables 
were pledged as security against Notes Payable: 

PREPAID EXPENSES, INVENTORY AND 
INVESTMENT: 

2. As ol the balance shmttu,. $206,258.01 »asin 5. AloanOHginaltoFeepaidbyTumawnasbe^ 177 



classified as $14.115.00 Prepaid Expense and 
$13.526.87 Deferred Charges. The balance of Prepaid 
Expenses consists of Prepaid Insurance $6,090.75, 
Prepaid Commissions $2.710 06 and Consolidated 
Partnership Prepayments totaling $14,584.76 which 
are mainly insurance, taxes and interest. 1978 — Loan 
Origination Fees of $24.115 were prepaid and $27,642 
were deferred The balance consisted of $5,461 of 
insurance and $362 interest. A builder's model was 
foreclosed upon and was shown as inventory. 

6 Investment in Gold Coins consists of 65 coins 
which were purchased at a cost of $550 per ounce. 
The fair market value as of the balance sheet date 
was in excess of cost. 

PARTNERSHIP INVESTMENTS: 

7. Partnership Investments are divided into current 
and non-current. It is the policy of the Corporation to 
suspend the equity method of accounting during the 
normal syndication period, which is deemed to be six 
months. The equity method of accounting for partner- 
ship investments is applied during the syndication 
period on their intended percentage of ownership 
During the syndication period. EPIC'S advances to the 
partnership are recorded as receivables. Subsequent 
to this period, the receivables are classified as Current 
Partnership Investments, as it is their intent to dispose 
of these investments in the ordinary course of business. 
The non-current Partnership Investments represent 
EPIC'S equity ownership of associated partnerships 
which is not intended to be sold. It is corporate policy 
to only recognize the partnership's disposition gains 
after a substantial portion of the partnership's assets 
have been sold. Partnership losses are recorded as 
they occur. A ten percent allowance to provide for 
possible future partnership losses calculated on the 
equity basis of the non-current portion at the balance 
sheet dale is reflected to reduce the investments to 
estimated net realizable value. 

FIXED ASSETS: 

8 Depreciation Policies: Office Furniture and Equip- 
ment is being depreciated over a seven year period. 
Automobiles over three years. Leasehold Improve- 
ments over five years, and the Consolidated Partner- 
ship Model Homes over thirty years. All assets, except 
two of the Model Home Partnerships, are being depre- 
ciated by the straight line method. 

Description 

Office Furniture and 
Equipment 

Vehicles 
Leasehold Impfovements 
Model Homes, including 

$152.257 land 

Less Accumulaied 
Depreciation 

Book Value 

Cost 
1979 1978 

$ 53.038 $ 48.695 
31.471 49.850 
62.432 6.694 

761.285 — 
$908,226 $105,239 

120.335 38,187 

Office Furniture and Equipment and Vehicles not 
reflected on the Balance Sheet are being leased on a 
month to month basis from a related party. The Model 
Homes are stated at the original purchase price of the 
partnership from the builder. 

PAYABLES TO LIMITED PARTNERS: 

9. During the year under review, an offer was tendeted— 
to the limited partners of five associated limited 
partnerships. The offers were accepted by most of the 
limited partners which resulted in EPIC receiving the 
ownership of their partnership interests and. there- 
fore. the majority ownership of five associated partner- 
ships. This transaction was effectuated by EPIC's obli- 
gation to pay the limited partners either by cash or 
subordinated debenture bonds. The net balance of 
cash currently owed is reflected as Accounts Payable 
— Investors on the balance sheet. The bonds payable 
are reflected in the Notes Payable balance. The bonds 
bear annual interest of 15.03 to 24.17 percent which 
is currently payable and/or accrued to maturity. The 
bonds mature December 31.1983. and June 30.1984. 
As of the balance sheet date, the maturity value was 
$515,994.93. offset by $179.232.56 of unamortized 
discount, which results in a book carrying value of 
$336,762.37. The discount is being amortized on a 
straight line basis as interest expense over the life of ) 
the bonds at $43,877.60 per annum. The resultant 
asset. Partnership Investments, has been adjusted to 
the partnership's original equity basis. This adjustment 
of $136,158.56 is included as an Operating Loss on 
Investments, even though the corporation considered 
the amount paid as the fair market value of the partner- 
ship's equity as of the transaction date. 

PAYABLES TO ASSOCIATED 

PARTNERSHIPS: 

10. EPIC serves as agent for associated partnerships 
The Special Payable consists of Security Deposits and 
Completion Escrows made by the builder/lessees to 
the partnership lessors. The Accounts Payable — 
Partnerships is the net of cash received and disbursed 
on behalf of the associated partnerships. Refer to 
Note 3 for receivables from partnerships. 

NOTES PAYABLE: 

$787,891 $ 67,052 
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INCOME TAXES: 

1 ? Income Taxes Payable reflects ttie amount due 
and payable with the 1978 income tax returns 
Whereas the deterred mtome taxes are the computed 
taxes based on the financial statment retained earnings 
at tax rates prevailing during the years earned te 
duced by the current taxes payable Theprinupai 
difference between tax basis mt ome and fmaru i.il 
basis is due to timing differences in rerognitiun ot 
income I lie tax return basis docs not recogrn/e 
income as taxable when the funding of settlements 
was subseguont to year end (Refer to Note Three) 
The taxable year of the Corporation was changed 
during 1979 from Derembor 31 to September 30 
(..M'difs against iru ornt' havf fx.'eri netted against tfie 
income la* expense of the yr'ar(s) affected 

ESCROWED FUNDS: 

13 I f'lC Mortgage as servicing agent received tax 
insurance and homeowner dues escrow payments 
which are held for the appropriate payment therefrom 
or forwarding to the permanent lencJer(s) (Refer to 
Note T wo lor F undmg ) 

DEFERRED CREDITS: 

14 Deferred Credits consist ot unrealized income for 
partnership organization fees on unsyndicated portions 
of limited partnership equity 

CAPITAL STOCK: 

15 The authorized stock consists of 500.000 common 
shares with a S 01 stated value An officer owns the 
maionty of the 107.500 common shares outstanding 
as of December 31.1979 Common Stock issued was 
unchanged throughout 1978 and 1979. and there are 
no options or conversion privileges outstanding as of 
the Balance Sheet date 

INCOME: 

U» Par trier strips pay interest to EPIC for funds 
advanced on their behalf to purchase rental properties 
The interest rate rs equivalent ot the estimated cast) 
flow percentage in the offering memorandums 

1 / Partneiship Organization f ees are paid by the 
limited partners for services performed by f PIC in 
creating the investments and partnerships PaiJuuiitup- 
Uiganization f ees have been netted against the related 
out of house costs incurred in the syndication ot 
partnership interests I fie builders' fees are paid 
by the selling builders for T PIC arranging the sale 
and loaseback of their property 

1H Hie Interest Income and ( xpenses pertarning to 
the fmaru mg arrangement of the capitalized tease 
referred to hi Note One have been comtnriiKj to reflect 
the net earnings thereon 

1(» I "an Origination fees are the fees i hargedto 
secure moitgages for the partnerships This fee lias 
boon ottsot by the loan Origination f oes paid to 
obtain these mortgages 

) 



^0 EPIC Subsidiaries 
EPIC Motigage. Inc 

EPIC Financial. Inc 
EPIC Really Corp. 
ESI Securllies. Inc. 

EPIC Regional Offices 
Boca Raton, Florida 
Dallas, Texas 
Denver, Colorado 
Houston, Texas 
Phoenix, Arizona 
San Diego. California 
Washington, D C. 

EPIC Officers 
Tom J. Billman, President 
William J. Moore, Senior Vice President 
Clayton C. McCuistion, Vice President (or Finance 

LeSaTdMeirr v06 o65"30"',0f A^rn'n's(,ation/CorporateSecretary Leonard Meltz, Jr., Vice President tor Mortgage 
John B. Ignash, Vice President (or Realty 
Joel H. Bernstein, Vice President (or Securities 

General Counsel 
James B. Deerin, Jr.. Esq. 
Repetti, Deerin & Murphy, P C. 
Washington, D C. 

v Accountant 
James C. Jones 
Certified Public Accountant 
Alexandria. Virginia 
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Based in Falls Church. Virginia. EPIC has re- 
gional offices serving the entire country. Our 
widespread growth pattern is indicative of the 
need for our services. Today's economy and the 
sophistication of the industry warrants our pene- 
tration throughout the U.S. The map above illus- 
trates those states (in dark green) in which EPIC 
model homes are located. 

equity programs investment corporation 

5203 Leesburg Pike, Suite 1300 
Falls Church. Virginia 22041 
(703)931-7600 
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El'K is .in .u ronym tm iiquity Irnc' ltncnt 
Corporation, but it moans model homo financing 
EPIC is involved in two basic industries —home- 

building and finance. From the homebuilding industry we 
get our product and the income stream that it generates. 
Categorically though, it is really the finance industry to 
which EPIC belongs; a specialized area of the finance 
industry—namely, purchase leaseback (sale-leaseback). 

Sale leaseback is a well accepted corporate financing 
technique for many products and companies, the most 
common being equipment. Generally, the leasing transac- 
tion is based on the efficient matching of cost-use with 
time-use of the product for the lessee. Also, the tax ad- 
vantages of ownership of the product are shifted from the 
user to the lessor. For these trade-offs, the equity capital 
requirements are also shifted from the user to the lessor. 

It is our product, however, that makes our company 
and its sale-leaseback transaction unique. Our product is a 
house. A particular type of house—a "MODEL HOME". 
This is the house that builders use to demonstrate to 
potential buyers their production houses in a finished 
(generally completely decorated, furnished and land- 

■iped) condition. They are typically the first houses 
It. the best located and have the lowest initial pricing 

the development. 
•Model homes have always been treated bv home- 

buildcrs and homebuilding finance companies like every 
other house in the builder's development But they are 
not the same. They are the last house sold by the builder, 
but the first ones built. They are almost always built with 
expensive short-term construction financing rather than 
planned project financing. 7 he builder s loan is usually 
very low in relation to value because the models contain 
extras" as sales or marketing packages. These "extras" 

require the builder to outlay additional capital at the 
beginning ot a project when he can least aftord it. 

Our sole activity then is sale-leaseback financing ot 
builders model homes. We buy these houses from home- 
builders at the initial stages ot subdivision development 
EPIC acquires the houses in a partnership in which it aits 
as general or managing partner. Limited partners con- 
tribute the necessary equity capital and the partnership 
then leases the "model home back to the selling builder 
tor as long as he needs it. We have matched his time use 
with his cost use. 

Simply stated. EPIC provides the capital tor the models 
in lieu of the builder providing it Our partnership then 
owns an asset that generates an income stream large 
enough to provide a good cash yield. Our product is also 
relatively low priced, secure and comparatively liquid to 
other real estate, it ami when we want to sell it In addi- 
^ m the ownership ot leased real estate has significant lax 

antages Finally, houses have experienced significant 
n appreciation in the past and the homebuilding 

idustry is now looking forward to a decade ot 
unprecedented demand 

The ^Os will be a period ot rising prices tor ail of the 
production factors in housing Land, labor, and capital 

C lavfun C MiCuisfion 
v.:;.., n,,- /V;./,.:/ 

lames B Deenn Ir 
Ii ru-:.it'll iiiul (n'.i'.i.' I 

L 

Tom ) Rillman 
Ph-uli >:t 

w ill be in short supply and the conditions that have caus- 
ed housing costs to increase in the past decade will con- 
tinue in the next. In the future decade, however, tremen- 
dous upward pressure on housing prices will be generated 
from two additional factors The first, unprecedented de- 
mand caused by the post-war baby boom, will intensifv 
throughout the '80s and only moderate in the 'J0s, 
VNithin the next ten years, demand tor housing will ex 
ceed the supply capacity of the industrv by as much as 
ZOO 000-COO,000 units per year The second factor, an in- 
terruption in the supply (if housing caused by economic 
conditions will only occur periodically but each occur- 
reriie will generate extreme upward pressure on housing 
prices. 

Our business is simple. We combine the simplest form 
of real estate (a house) with a specialized cost, time form 
of financing (sale-leaseback) to create a beneficial financial 
stnuture tor all parties involved 

Meeting F.P1C s needs in the '80s will be complex To 
meet our lapital requirements in this expanding market 
we must develop new financing instruments tor non- 
owner occupied property. In the building industrv we 
must recycle investment capital to the homebuilder while 
minimi/ing our iost of models However. EPIC has a live- 
year history ot meeting objectives such as these The 

^report for Io80 that follows shows part of that history 

( b J 
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REVIEW OF OPERATIONS 

On |.inuary 1. I o^0, tlu' lounlry (.lied a year of 
economic, political, governmental ancl inter- 
national uncertainty—the prospect of a national 

election, 53 Americans held hostage in Iran and 
unrelenting inflation. Each of these uncertainties impacted 
on EPIC's operations. On that date the prime rate was 
15.25%, inflation was running at an annual rate of 
11.3%,and single family housing starts stood at 1,194,000for 
1979 with a meager 1,200,000 starts predicted for i9S0. 

The year proved to be as uncertain and volatile as we 
had projected. First, the prime rate climbed to 20% by 

• April, dropped off to 11 % in July and then skyrocketed 
again ending the year at 20%. Naturally, the home 
building industry was hit hard by these wild swings in 
interest rates. Further, the financial community, reacting 
to falling bond prices and unstable interest rates, 
confirmed that long-term loans at fixed rates of interest 
were going the way of the dinosaur 

In order to operate and compete effectively in the 
unpredictable atmosphere of 1980, EPIC strengthened its 
commitment to the basic policies that had made it 
successful in the past. The process of reviewing potential 
acquisitions was tightened to insure that the product 
purchased met the strict requirements of highest building 
standards and strong builder capability and stability. 
Today, we continue that conservative acquisition policy 
in the face of continued economic uncertainty. 

To tinance acquisitions, EPIC, operating through its 
mortgage banking subsidiary, EPIC Mortgage, Inc., com- 
pleted the issuance and sale of a 510.000,000 mortgage 
pass through security, rated "A" by Standard and Poor's 
Corporation. This represented the first mortgage pass 
through security involving exclusively non-owner 
occupied single family homes ever given an "A" rating by. 
Standard and Poor's. By developing the mortgage pass 
through security. EPIC can in many cases bypass the 
standard thrift institution financing and open direct access 
to the bond community. Mortgage warehousing lines 
were increased from Si0,750,000 to 530,500,000 utilizing 
some of the nation's largest and most sophisticated real 
estate lenders. 

Internally, the corporate structure of EPIC was stream- 
lined to reflect more accurately the related functions 
grouped under each department and to provide for 
quicker response to problems that may arise. 

These actions and policies resulted in our ability to 
convert 1980 from a projection of stagnation to a year of 
continued growth and expansion Among the results: 
• Acquired $55,234,848 of model homes, representing a 

30% increase in volume over 1979. 
• Increased the portfolio of mortgages serviced by EPIC 

Mortgage, Inc. to $00,905,000 from $35,000,000. 
• Issued a $10,000,000 mortgage pass through certificate 

rated "A" by Standard and Poor's and received a 
commitment to a second $10,000,000 mortgage pass 
through security to be rated "A" in part and AA" in 

< 

O '>art by Standard and Poor's. 
-•'■Raised $8,707,730 ot new equity 



- .> r^vs iinsili'.i [Mitni'iMup'- 
• i I'K NKmI.;.!)-,!- nutivvsi'ii its .ivu.iscii.ni'.w, 

liiu'v li> inct ^.;(\000,vHH'. .uiiimw; I. h.iM- M.mil,lit.in 
Kink, hist N'ationjl B.ink ot Boston, and Sontlu Mst 
Niition.il B.ink of Miami to its existing banks wlmh 
iruiudo Ri^k^ National Bank and National Bank ol 
Washington. 

• Increased statf by 38 employees for a total ot 82. 
One ot the most important actions taken during 1980 

was the significant strengthening of the property manage- 
ment function, both at the corporate headquarters and in 
the regional offices. A subdepartment, known as "Realty 
Asset Management," headed by a corporate vice presi- 
dent, has been added to the corporate structure. In 
addition, property management personnel have been 
added to those regional offices which have significant 
property management activities. The property manage- 
ment function has become increasingly important and we 
have substantially improved our ability to carry out our 
responsibilities in this area. 

Perhaps the most striking indication of our success in 
lo80 is the fact that we were able to hold to our pro- 
jected volume of model home acquisitions in the face of 
one of the worst financial markets imaginable. The wild 
fluctuations of interest rates, stagnation of the housing 
industry as a whole and an uncertain economic climate 

ited a challenge that put every aspect of the EPIC 
am to the test, 

hat we were able to meet that challenge is a tribute 
to the energy, knowledge, imagination and talent of the 
dedicated people who make up EPIC. It has confirmed 
the confidence that our builders, lenders and investors 
have had in EPIC and our program in the past 

We look forward to the future. 

ii" 
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Barbara A. McKmncy 

S<\ tri.itv ,o:tl 
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Larry ). Mathias 
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Kathleen A Carlson 
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HE EPIC ORGANIZATION 

In niiiiT t<.) respond to the inirodsm^ volimH' ol 
nuxlcl home acquisitions planned tor the I o^0's 
as well as the changing needs ot our partnerships, 

the organizational structure of EPIC is aligned to separate 
the staff and planning functions from line operations and 
to group related functions under separate operating 
department heads. 

The Vice President for Mortgage and Vice President 
for Securities are principally involved with raising debt 
and equity, respectively. The Vice President for 
Mortgage also serves as president of EPIC Mortgage, Inc., 
EPIC's wholly owned mortgage banking subsidiary. The 
Mortgage Department is responsible for the initial 
negotiations of permanent lender commitments, closing 
and settlement of the individual loans through local title 
companies and delivery of the loan packages to either 
intermediate warehousing lenders or to the permanent 
lenders. A growing part of the mortgage function is the 
servicing of a mortgage portfolio of $60,905,000. The 
Mortgage Department utilizes a special computer program 
to augment the efforts of its servicing personnel to insure 
that the mortgage loans are properly monitored and 
administered on behalf of the permanent lenders. EPIC 

'irtgage. Inc. is in the process of obtaining approval as 
HA mortgagee in order to provide standard first 

rtgage loans to purchasers of former model homes, 
nee this single family loan origination activity becomes 

significant, the serv icing function is expected to expand in 
relation to the overall mortgage department function. 

The Realty Acquisitions Department has responsibility 
for the model home acquisition process, including over- 
sight of the nine regional offices, training of regional 
office personnel and administration of the process 
required to bring together all of the information necessary 
to make the decision to acquire specific model homes. 
The acquisition package normally consists of a detailed 
builder application for participation in the EPIC program, 
a written evaluation of the builder and the project 
prepared by the EPIC regional manager, financial 
statements of the builder and any guarantor of the lease, 
location maps, builder advertising materials, and pricing 
information. The acquisition committee is composed of 
the President, Senior Vice President, Vice President and 
General Counsel, Vice President for Realty Acquisitions 
and Vice Presidents for Mortgage, Securities and Realty 
Asset Management After approval of a submission, the 
Realty Acquisitions Department oversees the completion 
and execution of the purchase and leaseback agreement, 
and, in coordination with the Mortgage Department, 
scheduling and completion of settlement. 

I 

I he newlv iteafed position ot Vi<e Piesident livt 
Really Asset Management involves tesponsibililv lot the 
entire speitrum ol pioperty management —both during 
leaseback to the builder as well as during any time the 
property is leased to an individual residential tenant. The 
Realty Asset Management Department coordinates collec- 
tion of rents, monitors maintenance of the properties, 
negotiates "work outs" if required, and coordinates with 
local real estate brokers for the rental or sale of EPIC 
properties after expiration of the builder lease. 

The Office of General Counsel has been created with 
specific responsibility for coordination of litigation, 
securities law compliance, participation in the preparation 
of the private offering memoranda and related documents 
as well as providing of legal advice to the other operating 
departments. In addition, the General Counsel is actively 
involved in new program development as well as major 
builder program negotiations and implementation. 

The Senior Vice President acts as chief financial officer 
of EPIC with specific responsibility for corporate and 
partnership finance, banking relationships and coordina- 
tion of the cash management function. 

7St; 
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MARKETING STATISTICS 

Slalislii >■ from tl'K s si\ vojis i>t opci.itions provide 
ln»' l\isiv ten projivlin^ .uijuisitions .uui priios in 
the f'Os. Model Home .uquisilions should I'xa-cd 

S~0 million in 10^1, The jvor.i>;o pnto por mixlcl will ho 
approximately Sa0,000 

In previous years, EPIC's acquisitions in the 4th quarter 
comprised almost 50% of the total year's acquisitions as 
builders attempted to "clean up" their financial statements 
for the coming year. This bulge in the flow of product 
creates pressures on capital and people and in 1980 we 
were able to lessen this bulge by better planning and 

I "'tiling the jhK. pi iies ot new hoinev vmII imroase 
diamatkally The graphs on these pages projivt the 
NAHB lorecast ot prices that we believe to be tar too 
conservative. Our experience indicates that pricing 
momentum will not be held to these levels in the early 
'80s and on a year-to-year basis could easily exceed 15%. 
This would mean that housing prices in 1985 would be 
double what they are at the end of 1980. After all, this is 
only a repeat of the pricing changes that occurred over 
the last six years (1974-1980). 

$60 - 

$50 - 

$40 - 

$30 - 

$20 - 

$10 

EPIC ANNUAL 

PURCHASES OF 

MODEL HOMES 
(in millions) 

1975 

17 

1976 
37 

1977 1978 1979 1980 



$90,000 

>80,000 

$70,000 

$60,000 

$50,000 

$40,000 

$30,000 

$20,000 

$10,000 

^.v. - i fr v.v'^ , ' , .«■•. ;. ■ ' ■ 

i- H 
T V ; .-"V 

. -v.* . ;4> 
-i. ■- 

.. . -v : 

■r ■ 
'■ - ^^ . • ■ - *•• 'vr • T • . 

-■ 
f'T*" **" 
ih , »••■ 

..w. . ...JIM I ■ 4C A * f 

nric ANNUAL 

avi;rac;i; 

PURCHASI: PRICE 

or MODFL HOMES 

1975 1976 1977 1978 1979 1980 

POTENTIAL HOUSING PRODUCTION SHORTFALL 
(in thousands) 

YEAR 

1981 

1982 

1983 

1984 

1985 

23-34 
YEAR-OLD 

POPULATION 
CROUP 

37,462 

37,861 

38,540 

39,203 

39,859 

EQUILIBRIUM 
STARTS 

2,266 

2,290 

2,332 

2,372 

2,411 

PROJECTED 
STARTS 

1,183 

1,562 

1,762 

1,910 

1,961 

POTENTIAL 
HOUSING 

START 
SHORTFALL 

1,083 

728 

570 

462 

450 

Equilibrium starts based on the average ratio between 1959 and 1977 of the prime housing-buying population 
to housing starts. 

Population projects. Census Bureau. July 1977. 

Eaulllbrlum starts. Mortgage Bankers Association Economics Department, December 1979. 
Projected starts, nahb Forecast. 
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l AMHA HOMi: 

$90,000 
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PROJECTED SALES PRICE OF A NEW SINGLE FAMILY HOME 

P 1981-1985 m 

■ p 
During me period 1974-1980 the sales price of a new single family norrte appreciated at an average rate of '1 " 

vv . - ii.55%;tnelowestratebetng8.fl%andthehlghestratebelng l4.i%. Based on these averages, here is what 'Aiiil 
the anticipated cost of atiew single famiry home will oe for the pertod 1981-1985 using the 1981 NAHBlv^s ' 
forecast price of $64,600. These anOclpated sales prices ar^jcompared to what NAHB forecasts for the % ■ 
1981-1985 time period. . ' JV-V^>>v . .f 

*W WWC tOWtfT.^/Of-WW IMNO AVKACE I*:. ■ ^.>r Vi®'^' «Aia mncAsr appmoawm »»t» r» *■—t^tvw. n> 

PTOjeCTH) fAUS FlOCt v 
OP SPH USM0 MOHBT Hi 

AMtfOATION BATI OF APmCWTION HAT! Of ■- 
i IIJSH ' ■>.- ■ 14.1*. , 

104,810 123,135 142,S42 

V- *Tne Appreciation Rate Schedule was taken from construction reports, U.S. Department of Commerce Bureau . v 
of the Census, fourth quarter 1979. ■ • . -  • ,, 





CONSOLIDATED BALANCE SHEET 

FIVE YEAR COMPARISON 

EPIC AND WHOLLY-OWNED SUBSIDIARIES 

Current Assets: 
Cash In Banks 

Associated Partnerships Receivable 
Partnership investments 

Notes Receivable 

Accounts Receivable and prepalds 

Total Current Assets 

Fixed Assets: 
Net of Depreciation 

Partnership investments- 
Net of Allowance 

Capitalized Leases 
Notes Payable—Capitalized Leases 
Other Assets 

Total Assets 

Assets 

1980 1979 1978 1977 

S 3,147.935 S 1,668,844 S 1,335,111 S 356,258 
5,148,180 1,736,835 2,848,203 876,630 

- 1,517,759 - - 
21,154,717 6,371,107 2,946,125 82,231 

802,112 808,648 98,188 195,335 

1976 

S 122,671 
945,024 

9,291 

87,683 

$30,252,944 $12,103,193 S 7,227,627 $ 1,510,454 $1,164.669 

$ 1,767,893 $ 787.891 $ 67,052 $ 50,330 $ 19,715 

127,428 206,073 226,659 267,534 309,264 

47,261,018 25,533,057 23,271,211 11,292,093 — 
(47,261,018) (25,533,057) (23,271,211) (11,292,093) — 

1,575,500 357,765 252,334 316,574 24,577 

$33,723,765 $13,454,922 $ 7,773,672 $ 2,144.892 $1,518,22 



■:({ 

Liabilities and Stockholders' Equity 

Current Liabilities: 1980 1979 1978 1977 1976 

Accounts and Accrued Payables $ 2,872,716 S 1,251,361 $ 884,896 S 207,292 $ 136,990 

Current Notes Payable 21,776,954 7,493,591 3,997,992 391,337 104,196 

Associated Partnership Payable 3.757,747 1,670,773 1,070,801 555,632 585,277 
Allowance for income Taxes 1,087,114 503.966 417.982 241,643 103,203 

Total Current Liabilities $29,494,531 $10,919,691 $6,371,671 $1,395,904 $ 929,666 
Non-Current Liabilities: 

Notes Payable 1,983,740 942,788 170,896 89,002 119,320 
Deferred Income 261,415 365,578 354,441 149,750 187,443 

Total Liabilities $31,739.686 $12.228,057 56.897,008 $1,634,656 $1,236,429 

Minorfty interests In 
Consolidated Partnerships 23,883 43,731 — — _ 

Stockholders' Equity 
Pald-ln Capital 113,350 113,350 113,350 113,350 101,000 

^^^"•Ined Earnings 1.846,846 1.069,784 763,314 396,886 180,796 

slfW IClerS EqultV $ 1.960.196 $ 1,183,134 $ 876,664 $ 510,236 $ 281,796 
I ((( Liabilities and Stockholders' Equity $33,723.765 $13,454,922 $7.773,672 $2,144,892 S1,518,225 



CONSOLIDATED BALANCE SHEET 

Five Year Comparison 

EPIC Associated Partnerships 

"0 

Assets: 
Cash In Bank 
Special Recelvable-€Pic 
Accounts Receivable-EPiC 
Accounts Receivable-Other 
Notes Receivable 
Escrow 
Prepaid interest 
Prepaid Expenses r 

Rental Properties 
Less Accumulated Depreciation 

Total Assets 

Liabilities and Partners' Capital 
Liabilities: 
Accounts Payable, Accrued interest, unearned Rent, 
Purchase Deposits 

First Trust Mortgages 
Second Trust Mortgages 
Accounts Payable-EPiC 
security Deposit 
Completion Escrow 
Total Liabilities 
partners' capital 

Total Liabilities and Partners' Capital, 

A • 

1980 
S 

19 

5133,173,249 
4,300,548 

589,137 
2,249,032 
1,530,233 
1,593,397 
2,542,935 
1,505,361 
1,203,535 
1,305,413 

128,872,701 
5141,391,744 

1980 

575,018,404 
2,212,702 

197 

5 2796,137 
100,258,209 

1,296,540 
5,282,484 
2,034,879 

482,686 

5112.150,935 
29,240,809—> 

5141,391,744 



:< 

1976 

S 198,388 
386,889 
70,441 

58,451 
146,379 

■ _ 441,340 
S12,707T,093 

191,415 12,515,678 
$13,817,566 

1978 1977 1976 

1978 1977 
377.078 S 211,790 $ 238,471 
986,421 473,209 295,662 
778,567 597,592 259,970 
394,863 618,514 269,969 

536,057 334,935 143,492 
700,418 412,304 290,163 
504,389 807,227 677,243 

542.225,906 $24,921,985 
305,702 956.806 41.269.100 421.584 24,500,401 

jUill $44,724,671 $26,675,371 

K 
74,710 
08,785 
33,495 

$ 480,761 
32,505,395 

894,089 
2,269,703 

347,237 
148,228 

$36,645,413 
8,079,258 

$44,724.671 

$ 244,229 
20,207,061 

267,424 
876,630 
207,423 
89,689 

$21,892,456 
4,782,915 

$26,675,371 

$ 211,687 
9,878,229 

560,500 
945,024 
109,704 
88,684 

$11,793,828 
2,023,738 

$13,817,566 



JAMES C. JONES 
CERTIFIED PUBLIC ACCOUNTANT 

MARK CENTER OFFICE PARK 
1»00 N. BEAUREGARD ST.. SUITE lOO 

ALEXANDRIA. VIRGINIA 22311 

July 7, 1981 

and Its Subsidiaries 
Falls Church, Virginia 

Board of Directors 
Equity Programs Investment Corporation 

I have examined the comparative consolidated balance sheet of Equity Proqrans 
Investment Corporation and its subsidiaries, EPIC Mortgage, Inc., EPIC Realty 

EPIC Securities' Inc., ESI Securities, Inc.,. Tunlaw Models, Inc., Sledom Homes, inc., wolrab Models, Inc., Dodge Models, Inc., Aladdin Models, Inc., 
Moxie Models, Inc., Model Home Holding Corporation, EPIC Financial, Inc., EPIC 

X^' XX' XLI1, LXV11*# LXIX, LXXVII and LXXVIII, as of December 31, 1980 and 1313, and the related comparative consolidated statements of income and changes 
in financial position for the years then ended. My examination was made in 
accordance with generally accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing procedures as I considered 
necessary in the circunstances. 

In my opipion, the aforanentioned consolidated financial statements present 
fairly the financial position of Equity Programs Investment Corporation and its 
aforementioned subsidiaries at December 31, 1980 and 1979. and the results of 
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/MPARATIVE CONSOLIDATED BALANCE SHEET 

Assets 

Equity Programs Investment Corporation 

and Its Subsidiaries December 31 

Current Assets: 1980 

Cash in Bank and On Hand (Note 2) S3 147 935 
Accounts Receivable (Note 3) 5 797 626 
Notes Receivable (Note 4) 211S4 717 
Prepaid Expenses & investment (Note S) 152 666 
Partnership investments (Note 6) J 

Total Current Assets 
Fixed Assets, Net of Depreciation (Note 7) 
Other Assets: 

capitalized Leases (Note u 
Notes Payable-Capitalized Leases (Note 1) 

Notes Receivable (Note 4) 
Deferred Charges 
Partnership investments-Net (Note 6) 
Other Assets 

Total other Assets 
TOTAL ASSETS 

1979 

1,668.844 
2,472,232 
6,371,107 

73,251 
1,517,759 

$30,252.944 
$ 1.767.893 

S12.103.193 
S 787.891 

$47,261,018 
(47.261,015) 

1,318,306 

127,428 
257,194 

$25,533,057 
(25,533,057) 

210,027 
13,527 

206,073 
134,211 

$ 1,702,928 S 563,838 

Liabilities and Stockholders' Equity 

Current Liabilities: 
Accounts Payable—Trade 

f Accounts Payable—investors (Note 8) 
k icial Payable—Partnerships (Note 9) 
' .ounts Payable—Partnerships (Note 9) 
ccrued Salaries and commissions Payable 

.jotes Payable—Current (Note 10) 
Notes Payable—warehousing Line (Note 10) 
Payroll Taxes and insurance Provision 
Accrued interest Payable 
income Taxes Payable (Note 11) 
income Taxes Deferred (Note 11) 
Escrowed Funds (Note 12) 

Total Current Liabilities 
Other Liabilities: 

Officer Payables 
Notes Payable—Noncurrent (Note 10) 
Deferred Credits (Note 13) 

Total other Liabilities 
TOTAL LIABILrriES 
Minority interests In Consolidated 
Partnerships (Note 1) s 

Stockholders' Equity: 
Capital stock: 
Common stock, .01 stated Value, 500,000 
Shares Authorized, 107,500 issued and Outstanding (Note 14) $ 
Contributions In Excess of stated value $ 
Less loss on Sale of Treasury Stock (Note i) 

Retained Earnings: —  i- 
Baiance, January 1 
Add: income for the Year Ended December 31 

. (Exhibit B) 
nee, December 31 
jtockhoiders' Equity 

1 L LIABILITIES AND STOCKHOLDERS' EQUITY 

$33,723,765 $13,454,922 

1980 
$ 473,541 

2,194,185 
1,563,562 

521,078 
2,076,708 

19,700,246 
9,024 

531,616 
596,348 
490,766 

1,337,457 

December 31, 
1979 

339,946 
65,938 

986,421 
684,352 
198,103 

1,320,305 
6,173,286 

8,663 
269,174 

503,966 
369,537 

$29,494,531 $10,919,691 

$ - 
1,983,740 

261,415 

S 75,000 
867,788 
365,578 

S 2,245,155 
$31,739,686 

$ 1,308,366 
$12,228,057 

23,883 43,731 

1,075 
112,275 
(17.434) 

$ 
S 

1,075 
112,275 

95,916 S 113,350 

$ 1,069,784 

794,496 

S 763,314 

306.470 
$ 1,864,280 
S 1,960,196 
$33,723,765 

$ 1,069,784 
$ 1,183,134 
$13,454,922 

tlon'therewfth"3"013'Statements are an lntegral Part of this statement and should^e read In conjunc- 

'179 

II 



3 

Equity Programs Investment Corporation 

and Its Subsidiaries 

COMPARATIVE CONSOLIDATED INCOME STATEMENT 

income: 
Initial Loan interest (Note 15) 
Partnership organization Fees (Note 16) 
Builder Fees (Notes i & 16) 
Property Management Fees (Note 1) 
interest income (Note 4) 
Bent income (Note 1) 
Miscellaneous 
Loan Origination Fees (Note 18) 
Commissions 
Cains on Partnership investments (Notes 1 & 6) 
Document Preparation Fees & services 

Total income 
Operating Expenses 
Net income From Operations 
Less: 

Provision for income Taxes—Net of Credits 
(Note 11) 

Minority interest in Consolidated Partnership 
income (Loss) (Note 1) 

NET INCOME 

Earnings Per Share of Common Stock (Note 14) 

1980 
277,542 
331,467 

3,998,136 
499,554 

1,129,514 
402,424 

13,307 
482,712 

16,710 
428,129 
122,910 

December si. 

S 7,702,405 
S 6,348,874 

1979 
355,561 
163,634 

2,501,815 
281,075 
343,603 
89,980 
23,115 
82,817 
93,023 

176,541 
37,100 

S 1,353.531 

S 596,348 

(37,313) 

S 4,148,264 
3.618.394 

S 529,870 

S 217,908 

S 794,496 
5,492 

$ 306.470 
7.39 2.85 

€> 

Comparative Consolidated Changes 

in Financial Position 

FUNDS PROVIDED: 
Net Income 
Add (Deduct) items Not Requiring Current Funds 

income/Loss From Affiliated Partnerships 
Oepreclatlon 
Amortl2atlon of Prepaid Expenses 
Amortization of Discount on Subordinated 

Debentures 
Deferred income Taxes 

Funds Provided From Operations 
Book value of Fixed Assets Disposed Of 
Cash Surrender value—Life insurance—Proceeds 
increase In Deferred Credits 
Decrease in Non-Current Portion of Deferred 

Charges 
Draws Received From Affiliated Partnerships 
Sale of Treasury stock 
Subordinated Debentures Issued for Partnership 

interests Acquired—Net of Discount 
Consolidation of Partnership First Trusts Payable 
Net increase In other Non-Current Notes Payable 
Minority interests in Consolidated Partnerships 
Elimination of Partnership Equity upon 

Consolidation 

1980 
S 794,496 

54.406 
51,049 

1,947 

43,878 
(13,200) 

December si, 

S 932,576 

15,475 

13,527 
251,777 
100,000 

871,360 
200,714 

114,740 

1979 
306,470 

(53,676) 
50.547 
30,273 

40,156 
185,166 
558,936 

3,655 

11,137 

300,752 

296,607 
953,196 

13,824 
43,731 

135,308 m 
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Notes Payable issued for capitalized Leases 
Acquired 

Reduction of Capitalized Leases for Liquidation 
of Notes Payable 

increase in: 
Accounts Payable—Trade 
Accounts Payable—investors 
special Payable—Partnerships 
Accounts Payable—Partnerships 
Accrued Salaries and Commissions 
Notes Payable—warehousing Line 
Other current Notes Payable 
Payroll Taxes and insurance 
Accrued interest Payable 
Escrowed Funds 
income Taxes Payable 

Decrease in: 
Accounts Receivable 
Notes Receivable—Officer 
Partnership investments 
Prepaid Expenses & investment 

TOTAL FUNDS PROVIDED 

>S APPUED: 
jrchase of Fixed Assets 
icrease in Cash Surrender Value—Life insurance 

Capitalized organization costs 
increase in Deposits 
Decrease In Current Portion of Deferred Charges 
increase in Non-Current Notes Receivable 
Capitalized Leases Acquired By issuance of 

Note Payable 
Purchase of Treasury Stock 
Reduction of Notes Payable By Liquidation of 

Capitalized Leases 
Capital Contributions to Affiliated Partnerships 
Cost of Acquisition of Consolidated Partnership 

interests-Net of Write Down of Cost Over 
Book value 

Consolidation of Partnership Rental Properties 
Reduction of Minority Interests in Consolidated 

Partnerships 
increase In officer Receivable 
Reduction In Deferred Credits 
increase in: 

investments 
Notes Receivable 
Prepaid Expenses 
Partnership Accounts Receivable 
Partnership investments 

Decrease in: 
Accounts Payable investors 
income Taxes Payable 
Officer Payable 

Total 
Pjase in cash 

TOTAL FUNDS APPLIED 

35,000,000 

13,272,039 

133,595 

1,207,764 
879,210 
322,975 

13,526,960 
741,403 

361 
262,442 
967,920 
596,348 

104,467 
46,580 

1,517,759 

11,171,073 

8,909,227 

21,602 
65,938 

513,212 
86,760 
55,247 

3,311,666 
183,933 

8,143 
129,743 
209,552 

375,971 

20,710 
571,079,992 $27,379,923 

1980 

S 32,634 
3,056 
2,024 

131,905 

1,108,279 

35,000,000 
117,434 

13,272,039 
228,725 

113,553 
998,417 

19,848 

104,163 

50,000 
14,783,610 

82,931 
3,411,345 

65,938 

75,000 

December 31, 
1979 

S 66,774 
2,515 
2,479 
7,752 

10,000 
33,181 

11,171,073 

8,909,227 
138,590 

137,559 
1,236,087 

569,600,901 
1,479,091 

75,550 

3,424,982 

1,517,759 

99,182 
213,480 

527,046,190 
333,733 

$71,079,992 527,379,923 

The Notes to Financial Statements are an integral part of this statement and should be read In conjunc- 
tion therewith. 
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NOILS TO COMPARATIVE CONSOLlDATi;!) 11NANCIAL STATLMKNTS 

I. F.quity rnyMins Invrstnu-nt Corp<nali»>n C fil'IC") 
was incorporated under (lie laws ot thr Common- 
wealth of Virginia on December 30, I074. As of the 
balance sheet date, EPIC wholly owned the following 
consolidated subsidiaries: EPIC Mortgage, Inc., EPIC 
Realty Corporation, EPIC Securities, Inc., EPIC Finan- 
cial, Inc., ESI Securities, Inc., Model Home Holding 
Corp., Tunlaw Models, Inc., Sledom Homes, Inc., 
Wolrab Models, Inc., Dodge Models, Inc., Aladdin 
Models, Inc. and Moxie Models, Inc. EPIC is also the 
managing General Partner in three General Partner- 
ships and the sole General Partner of one hundred and 
fifteen limited partnerships. 

EPIC business operations involve sale-leaseback of 
principally builder's model homes and its related ac- 
tivities including mortgage financing and equity syn- 
dication. Most leases are triple net to the acquiring 
partnership in which EPIC is the general partner. Dur- 
ing 1980 EPIC began a program of non-recourse fully 
insured mortgage financing. In prior years significant 
contingent liability was created for the corporation 

hen recourse mortgage financing was utilized al- 
.lough mortgage loan to value was typically lower in 

"these prior transactions. Also in prior years the limited 
partners contributed initial capital to the partnership 
sufficient in cash to refund the general partner's initial 
advances for property acquisition and the payment of 
related syndication fees. The present program involves 
longer term loans to the partnerships by the general 
partner but the limited partners are obligated to pay 
partnership operating expenses during the expected 
holding period of the properties. Syndication fees are 
to be recognized as income when contributions to the 
partnership are funded by the limited partners. These 
future capital contribution obligations are fully 
recourse to the limited partners. Additional partner- 
ships are anticipated in the future and are expected to 
be accomplished within this concept. 

EPIC s policy toward advances to prior partnerships 
is to advance operating funds as required up to the fair 
market value less the estimated net sales costs of the 
property. Subsequent to the date of the statement 
EPIC has entered into insured mortgage refinancing 
agreements with a lending institution for certain of 
these prior partnerships in the amount of three million 
'ollars ($3,000,000). These funds will be used to repay 

neral partner advances; in some cases provide up to 
one year working capital for the partnership and are 
not expected to exceed a loan-to-value ratio of 80%. 

During the life of the partnerships, EPIC, as general 
partner, manages the partnership affairs and, ulti- 

"T 
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matoly, arranges tot disposition of the model homes 
upon termination ot the lease. EPIC participates in 
operating profits and losses of the partnerships to the 
extent of its ownership which ranges from a I % to 
5% interest and, in addition, shares in 45-50% of the 
difference between the net selling price of the prop- 
erty and the gross purchase price of the property plus 
front end capitalized costs, subordinated to each 
limited partner's receipt of his original capital and 
varying cumulative returns on original capital 
contributions. 
- Certain subsidiaries have been formed to enter into 
sale-leaseback financing transactions with U.S. Home 
Corporation. EPIC has none of the rights of ownership 
associated with these properties. Its obligations are 
recourse only to the extent of having to deliver its 
ownership interests in each subsidiary to the lending 
institution in order to void its guaranty and obligation. 
EPIC derives income from these operations for its 
administrative efforts which is reflected as interest in- 
come. The operations of these subsidiaries are reflected 
as a financial arrangement in accordance with State- 
ment Number 13 of the Financial Accounting Stand- 
ards Board. The fair market value of each lease is con- 
sidered to equal the outstanding loan balance. 

The consolidated financial statements include the 
accounts of the corporation, all its subsidiaries, and 
partnerships which have been previously syndicated 
and of which EPIC has acquired approximately fifty 
percent or more in interest. Partnerships are not con- 
solidated during the syndication period. Material inter-' 
company accounts and transactions have been elimi- 
nated. The investments in unconsolidated partnerships 
are stated at equity in net assets of such partnerships, 
except during the first six months of syndication. 

During 1980, EPIC entered into three party 
exchange transactions under which EPIC exchanged 
model home properties for other investment property. 
The other investment property was then concurrently 
sold to a third party purchaser. At the time of the 
exchange EPIC entered into a long term management 
agreement with the exchange participant receiving the 
model homes under which EPIC receives a manage- 
ment fee and a portion of the net profit upon the sale 
of the properties. 

EPICs policy is to effect the purchase of model 
homes, by its partnerships, prior to syndication of the 
partnership interests. Consequently, EPIC has varying 
percentages of ownership in the partnerships at various 
times. EPIC has also acquired additional ownership in 
the partnerships as a limited partner by purchasing or 

f 
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rxchan^ing mtru-sts in prior p.irlnorships, Ci-rtjin p.nt 
norships jto consolidjtod within the EPIC s(atonu-nt 
(or the curront year ol which EPIC owns up to one 
hundred percent. The accounting for purchase ot 
previously syndicated partnership interests is treated 
differently from pre-syndicated interest because of the 
intent and historical experience of the corporation. 

Because of the nature of the business, the assets and 
liabilities of EPIC partnerships, with EPIC as the sole 
general partner, are not included in the balance sheet 
of EPIC, but rather in the financial statements of the 
individual partnerships." These accounting principles 
are based on the "going concern" concept which is pre- 
dicted on intent and EPIC s past experience of suc- 
cessfully syndicating partnership interest. The fees 
which EPIC earns from builders are recognized as in- 
come when the builder has consummated the sale and 
leaseback arrangement with the EPIC partnership(s) but 
prior to partnership syndication. 

The corporation is liable for the organization and ad- 
ministrative expenses of creating and operating the part- 

) rships. In most partnerships EPIC is entitled to a fee 
o£ 2.5% to 5.0% of gross rental income. In others the 
fee is based on the carrying value of the partnership 
properties. In some instances, this fee is subordinated to 
the partners' varying cumulative annual return on capi- 
tal contributed and/or to the return of invested capital 
to the limited partners. No limited partner is personally 
liable for any of the debts of the partnerships, or any of 
the losses thereof beyond his capital contributions in 
cash or notes, plus undistributed profits of the partner- 
ships. If the remaining assets of the partnerships are not 
sufficient to pay the then outstanding liabilities, the 
general partner is liable for the debts of the partnership. 

contributes cash equal to I % of the partnership 
capital as payment for its 1 % interest in the partnership. 

RELATED PARTY TRANSACTIONS 

During 1980, there were sale/purchase transactions 
among certain partnerships, of which EPIC serves as 
the sole general partner, in which EPIC recognized dis- 
position gains of approximately $300,000. The sales 
prices were considered to be at the then fair market 
values of the properties. In some instances, the pur- 
^ysing partnership was or was intended to consist of 

lependent third party limited partner investors. 
-Uher purchasing partnerships included officers or 

employees of EPIC as limited partners. 
In 1979 an officer of EPIC sold certain coins to EPIC 

with an option to repurchase at a fixed price. During 
19 

io50 that otticer if pure based all of the gold coins at 
that same price. 

Cavalier Oil Corporation which is involved in oil 
and gas exploration and drilling principally in the State 
of Ohio is controlled by an officer and director of 
EPIC. During 1980 Cavalier Oil issued one-third of its 
issued and outstanding stock to EPIC in return for a 
$50,000 note due EPIC. 

During 1980, additional leasing arrangements were 
entered into with a limited partnership which is con- 
trolled by the majority stockholder of EPIC. These 
month" to month leases are for the use of office fur- 
niture, equipment, and vehicles at what are considered 
fair market rental rates. It is anticipated that the Cor- 
poration will enter into additional non-capitalized lease 
rental commitments with this or other similar entities. 

During 1980, certain limited partnerships of which 
EPIC serves as the General Partner and which includes 
officers or employees of EPIC as limited partners have 
in some instances not been charged with certain fees 
(i.e., syndication fees and broker dealer commissions) 
which are normally charged to the partnerships. 

In 1979, the majority stockholder of the company 
acquired EPIC stock from shareholders for cash and 
notes. In 1980, part of this stock was redeemed by the 
Corporation for a prorata amount of cash and assump- 
tion of the indebtedness to the former shareholders. 
To retire this indebtedness, the corporation conveyed 
certain limited partnership interests to the selling share- 
holders. EPIC subsequently issued stock to another 
officer of the company, in exchange for real property 
having an appraised value less than the cost of the 
treasury stock to the corporation. 

Option to Repurchase Stock 

During 1980 EPIC initiated litigation against certain 
former officers and employees and a shareholder for 
breaches of various employment and non-competition 
agreements and other obligations. The defendants in 
turn filed defenses and counterclaims. Subsequent to 
the balance sheet date, that litigation has been settled. 
EPIC purchased from the shareholder 4,000 shares of 
stock for the sum of $100,000 and has an option to 
purchase the shareholder's remaining interest of 29,000 
shares. These shares are under an escrow option at a 
price of $400,000 which may be exercised at any time 
prior to June 15, 1982. In conjunction with the settle- 
ment, all suits have been dismissed with prejudice 
except a dissolution suit which was brought by the 
selling shareholder. That suit has been rendered inac- 
tive in connection with the overall settlement and is to 
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be dismisM'd with prc'judico upon tl'IC's o\tn is*.- nl its 
option to purchase the remaining 29,000 shares, in the 
opinion of counsel and management the dissolution 
suit is, and remains, without merit or substance regard- 
less of the purchase of the remaining shares. 

Office Lease 

On March 1, 1981, the corporation entered into a 
lease for new office space. The lease is for a period of 
five years and one month with minimum aggregate 
rentals of $1,068,699.89 payable in monthly install- 
ments of $17,519.67. The lease contains an option to 
renew for an additional five year period with monthly 
payments of $19,541.00 and clauses for escalations, 
payment of real estate taxes, and operating expense of 
the property. The vacated office space has been sublet 
to a tenant for five years at the rate of $16,172.00 per 
month versus an approximate cost of $12,465.00 per 
month. 

CASH IN BANKS: 

2. As of the balance sheet date, $371,535 was in 
restricted accounts. $335,355 of this amount is re- 

. fleeted in accrued interest payable which relates to 
capitalized leases and was subsequently paid. Included 
is $1,329,800 of escrowed funds which are to be ap- 
plied to the Escrow Funds Liability for Mortgages. 
There is also a compensating balance requirement of 
$2,718,645 on loans and restricted funds of $36,180. 
This cash is classified as current due to the matching 
principle because the related liabilities are also classi- 
fied as current. 1979—$206,258 was restricted and 
$349,179 escrowed. 

RECEIVABLES: 

3. Accounts Receivable consists of the following: 
Agency Receivable from Associated Partnerships 
$5,148,180; Receivables from unfunded settlements of 
$410,733 which were received subsequent to year end; 
Accrued Interest on Notes Receivable, $90,698 and 
other receivables of $148,015. The majority of agency 
receivables are pledged to secure loans. 1979— 
$1,736,835 receivable from associated partnerships and 
$537,126 from unfunded settlements. 

4. Secured notes amount to $22,360,881 and unse- 
cured are $112,142 which is net of an allowance for 
doubtful collection amounting to $21,401. The major- 
ity of the notes are secured by partnership property 
and are pledged as security on loans. The notes bear 
interest of 8 to 21 percent. 1979—secured $6,512,913, 
unsecured $68,220. 

| PREPAID EXPENSES AND INVESTMENT: 

5. Prepaid Expenses includes the prepayment of loan 
origination tees, insurance, commissions and others. 
1979—Gold coins which have been sold were classified 

as current investment. 

PARTNERSHIP INVESTMENTS: 

6. it is the policy of EPIC to suspend the equity 
method of accounting during the normal syndication 
period, which is deemed to be six months. The equity 
method of accounting for partnership investments is 
dppljed during the syndication period on their in- 
tended percentage of ownership. During the syndica- 
tion period, EPIC's advances to the partnership are 
recorded as receivables. Subsequent to this period the 
receivables are classified as Current Partnership Invest- 
ments as it is their intent to dispose of these invest- 
ments in the ordinary course of business. The non- 
current Partnership Investments represent EPIC's equity 
ownership of associated partnerships which is not in- 
tended to be sold. It is corporate policy to only recog- 
nize the partnership's disposition gains after a substan- 
tial portion of the partnership's assets have been sold. 
Partnership losses are recorded as they occur. An 
allowance to provide for possible future partnership 
losses calculated on the equity basis of the non-current 
portion at the balance sheet date is reflected to reduce 
the investments to estimated net realizable value. 

FIXED ASSETS: 

7. Depreciation Policies: Office Furniture and Equip- 
ment is being depreciated over a seven year period. 
Automobiles over three years. Leasehold Improve- 
ments over five years, and the Consolidated Partner- 
ship Model Homes over thirty years. All assets are 
being depreciated by the straight line method. 

rx . , Cost Uepreciation 

* 

Office Furniture and 
Equipment 

Vehicles 
Leasehold Improvements 
Model Homes, including 

land 

Less: Accumulated 
Depreciation 

Book Value 

1980 

S 62,003 
31,471 
65,792 

1,780,010 
$1,939,276 

171.383 

1979 

$ 53,038 
31,471 
62,432 

761,285 
$908,226 

120,335 
Si ,767,893 $787,891 

Office Furniture and Equipment and Vehicles not 
reflected on the Balance Sheet are being leased on a 
month to-month basis from a related party. The Model 
Homes are stated at the original purchase price to the 
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p.iitni-rship trom tho buildor. 

PAYABLES TO LIMITED PARTNERS: 

8. During 1979, an offer was tendered to the limited 
partners of five associated limited partnerships. The 
offers were accepted by most of the limited partners 
which resulted in EPIC receiving the ownership of 
their partnership interests and, therefore, the majority 
ownership of five associated partnerships of which 
three were liquidated during 1980. This transaction 
was effectuated by EPIC's obligation to pay the 1 imited 
partners either by cash or subordinated debenture 
bonds. The bonds payable are reflected in the Notes 
Payable balance. The bonds bear annual interest of 
15.03 to 24.17 percent which is currently payable 
and/or accrued to maturity. The bonds mature Decem- 
ber 31, 1983, and June 30, 1984. As of the balance 
sheet date, the maturity value was $515,995, offset by 
$135,355 of unamortized discount, which results in a 
book carrying value of $380,640. The discount is 
being amortized on a straight line basis as interest ex- 

°nse over the life of the bonds at $43,878 per annum. 

, AYABLES TO ASSOCIATED PARTNERSHIPS: 

9. EPIC serves as agent for associated partnerships. 
The Special Payable consists of Security Deposits and 
Completion Escrows made by the builder/lessees to the 
partnership lessors. The Accounts Payable—Partner- 
ships is the net of cash received and disbursed on 
behalf of the associated partnerships. Refer to Note 3 
for receivables from partnerships. 

NOTES PAYABLE: 
10. 

Unsccurrd Credit 
Lin« 

Warehousing Lines 

A<sociaffd Partnerships 
Model Homes 

Subordinated 
Debentures 

Other Various Notes 

Total 
Less Non-Current 

Portion 
Current Notes Payable 

Interest 
R«t« 

18% to 2% 
over prime 

21 % to 5* 
over prime 

1980 
5 1 127.000 

Balance 
1979 

S 275.000 

15 03% to 
24 17% 

10% to I ^ 
over prime 

None to 
15 5 % 

19.700 240 

1 440.850 

380 040 

1.1 11.^58 
525,760^^4 

1.985.740 

M 75 280 

509.490 

550.705 

1.00^ 840 
$8 561.579 

867.788 
S:i.770.Q54 S7.495.591 

INCOME TAXES: 

kll. Income Taxes Payable reflects the amount which 
lould be due based on the financial profit, whereas 
le deferred income taxes are the computed taxes bas- 

ed on the financial statement retained earnings at tax 
rates prevailing during the years earned, reduced by 
the current taxes payable. The principal difference 
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between tax basis ituome and Imancial basis is due to 
timing differences in recognition of income. The tax 
return basis does not recognize income as taxable 
when the funding of settlements was subsequent to 
year end. (Refer to Note 3.) Credits against income 
have been netted against the income tax expense of 
the year(s) affected. 

ESCROWED FUNDS: 

12. EPIC Mortgage as servicing agent received tax, 
insurance and homeowner dues escrow payments 
which are held for the appropriate payment therefrom 
or forwarding to the permanent lenders). (Refer to 
Note 2 for Funding.) 

DEFERRED CREDITS: 

13. Deferred Credits consist of unrealized income for 
partnership organization fees on unsyndicated portions 
of limited partnership equity and commitment fees on 
unsettled loans. 

CAPITAL STOCK: 

14. The authorized stock consists of 500,000 com- 
mon shares with a $.01 stated value. An officer owns 
the majority of the 107,500 common shares outstand- 
ing as of December 31, 1980. 

INCOME: 

15. Partnerships pay interest to EPIC for funds ad- 
vanced on their behalf to purchase rental properties. 
The interest rate is equivalent to the estimated cash 
flow percentage in the offering memorandums. 

16. Partnership Organization Fees are paid by the 
limited partners for services performed by EPIC in 
creating the investments and partnerships. Partnership 
Organization Fees have been netted against the related 
out-of-house costs incurred in the syndication of part- 
nership interests. The builder's fees are paid by the 
selling builders for EPIC arranging the sale and lease- 
back of their property. 

17. The Interest Income and Expenses pertaining to 
the financing arrangement of the capitalized lease 
referred to in Note One have been combined to 
reflect the net earnings thereon. 

18. Loan Origination Fees are the fees charged to 
secure mortgages for the partnerships. This fee has 
been offset by the Loan Origination Fees paid to ob- 
tain these mortgages. 
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FINANCIAL 

HIGHLIGHTS 

EQUITY PROGRAMS 

INVESTMENT CORPORATION 

1981 1980 CHANGE 

REVENUE $16,500,501 $7702,405 +114% 

OPERATING 

EXPENSE $14,258,126 $6,348,874 +125% 

NET INCOME $1,238,061 $794,496 +56% 

ACQUISITIONS $131,592,635 $ 55,234,848 +128% 

MORTGAGES 

SERVICED $212,899,117 $76,657,421 +178% 

PROPERTIES 

MANAGED $269,675,926 $137374,794 +96% 

IS nc 



EPIC 1981 

EPIC (Equity Programs Investment Corporation) 
is a financial services company which provides capital 
to the home building industry by purchasing quality 
model homes from reputable home builders. These 
model homes, which are the initial houses built specifi- 
cally to merchandise the builder's craft, are then leased 
back to the selling builder. 

In 1975, EPIC introduced what was then a sophis- 
ticated but little known financing technique, sale- 
leaseback, to the residential construction industry. The 
well established sale-leaseback concept is often used 
to finance aircraft, hotels, rail cars and computers. 
The founders of EPIC applied this concept to model 
homes on the dual premise that the builder receives 
his capital when he needs it the most, while creating a 
^edium for investment because of potential apprecia- 

i and tax advantages. Model homes have different 
^preciation potential from other forms of real estate 
idause their values are not tied to a revenue stream 

but rather to the market value of comparable dwellings. 
EPIC's fundamental activity is to seek out and eval- 

uate potentially good real estate investments in the 
form of builders' model homes. The Company forms 
limited partnerships to acquire the homes and is the 
general managing partner of the partnerships. 

EPIC locates quality model home properties, nego- 
tiates a standard leaseback with the builder, and 
arranges for interim and permanent financing. Then 
EPIC markets the equity investment in the homes, 
administers the partnership, and arranges for the 
resale of the partnership properties. 

The U.S. housing industry has been anything but 
normal for nearly three years. 1981 housing starts 
were the lowest of the past three decades. The much 
publicized post war "baby boom" children continue to 
mature into prime home buying age, 25-44, and the 
number of households is increasing dramatically. Fam- 
ily size is becoming smaller and smaller. Interest rates 

have remained out of reach, squeezing many from the 
marketplace. 

All of these pressures are forcing change in the 
housing market and creating substantial pent up 
demand which will continue to push housing prices 
higher, create low rental vacancies, and increase rental 
rates. These changing market conditions serve to pro- 
tect tlie appreciation potential of the EPIC properties 
and create a beneficial market for future acquisitions. 

EPIC's response to the changing housing and finan- 
cial marketplaces in 1981 was to strengthen its financial 
position and by doing so, strengthen the position of its 
builder, lender, and investor clients. The Company's 
first long-term corporate financing was placed with the 
Metropolitan Life Insurance Company. EPIC Mort- 
gage, Inc. continued to expand the mortgage backed 
pass-through program. Further, the Company modifi( 
its model home sale-leaseback program to take advan-' 
tage of tax benefits created by changes in the 19811; 
laws. The tax advantaged format of EPIC's partner- 
ships appeals to a wide spectrum of investors. 

if 
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LETTER FROM TOM BILLMAN 

H'tSl. \\ li.u a y«'arl I i^ik-ss wc'iv all ^lad it's owr. 
Since it turned out so well tor ns I'd like to say that we 
phumed it from the be^innin^. However, in the first 
part of the year our only ^oal for hFIC was survival. 

Let me explain. In early 1979 we saw the changes 
coming in the financial and real estate markets and we 
anticipated problems. We adjusted our policies and our 
management to weather the difficult times until the 
situation returned to "normal". 

In the spring of 1980, with the short recession 
caused by credit controls behind us, we all breathed a 
sigh of relief in anticipation of the standard boom-bust 
cycle with its traditional return to liquidity. But instead 
of correcting, the "bad times" lingered on. 

Early in 1981 we began to realize that the old days 
of the standard cycle were gone, perhaps forever. 
With the arrival of new Federal Reserve Chairman, 
Paul Volcker, and strictly monetarist policies, the 
money engine pushing inflation had run out of steam. 
Simultaneously, deregulation in the financial industry 
became a reality, and the tax laws changed to reflect 
the policies of Reaganomics. Times had changed sud- 

■ and completely. So did we. 
-ooking to 1982 and the future, we began to see 

i industry from a different perspective. New 
opportunities. 

We knew that we would not be readily able to sell 
properties from our partnerships' portfolio, therefore 
we would have to manage them for a longer term in the 
most effective and efficient way possible. Much to our 
surprise we found out that not only could we do this, 
but several other localized companies were doing it 
already. And profitably. 

A vast pool of rental properties exists across the 
country, and absentee owners need professional and 
managerial services for which they are willing to pay. 
Single family property management is about to become 
a separate and burgeoning business in the real estate 
industry. We realized that we were uniquely experi- 
enced and positioned to exploit this opportunity. 

Once we found that we could effectively manage 
and consequently keep our properties for a term longer 
than the builder's lease, we began to view each house 
as a financial asset generating an income stream made 
up of numerous components such as lease income, tax 
benefits (improved by the 1981 Economic Recovery 

1 Act), as well as appreciation over time. High inter- 
tes can actually work to our advantage if we view 

i nouse as an asset having a discounted present 
Vc.ue because of high interest rates. If rates do not 
decrease in the future we get what we bargained for in 
that we have income, tax benefits and long-term appre- 
ciation. However, if interest rates change and become 
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lower over time, then the present value ol the income 
stream is higher, the house is worth more, and prices 
must increase. We began to think of a house as a 
futures contract on an income stream with tax benefits. 
Our gloomy attitude toward the real estate market 
improved. 

As our mortgage financing capability became evi- 
dent to the home building community, some of our 
builders began to ask how we could help them. At first 
we were surprised that they needed our help. How- 
ever, when you consider that there are perhaps only 
two or three national home builders large enough to 
have the resources, volume or experience to do mort- 
gage pass-throughs, GNMA pools, mortgage backed 
securities or any of the more arcane financial instru- 
ments, it makes sense. We just had not focused on 
this need. In spite of the distressed status of our indus- 
try, most mortgage bankers and savings associations 
are still operating under the old rules. They can't 
hedge. They can't change. They won't adapt. Conse- 
quently, neither can their builders. 

Could we help? At first our response was, "No, we 
are not mortgage bankers." But the more we exam- 
ined the question, the more we began to see that yes, 
we are mortgage bankers, but a new type, one that 
acts solely as a national wholesaler for home builder 
financial needs. 

Although home builders are each too small to take 
advantage of mortgage pools, they are in the aggregate 
an awesome consumer of mortgage credit. From our 
point of view, the trick is to create a wholesale mort- 
gage company that markets directly to the builder. We 
can give the building community the opportunity to 
share in the benefits of the more sophisticated types of 
financing that they want and need. We're the only 
company with both builder contacts through our nation- 
wide offices as well as access to the national financial 
community and Wall Street. Lender consortiums work 
very well in other industries, why not ours? 

One of my college professors once said, "All prog- 
ress involves change, but not all change is progress." 
We believe that the financial changes our nation is 
undergoing are positive even though painful, and that 
they represent progress. People and companies 
reflecting that change will share in the progress. 

At EPIC we have more willingness to listen to new 
ideas and seek solutions than any group I've ever seen. 
Not for the sake of being different or for the sake of 
change, but because in this environment it's the only 
way to survive. This willingness to change is finding, 
and making, the new "normal". The old rules are gone 
forever. 

TOM J. BILLMAN President J. 3 0 I) 
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Tim LinddhI Management 

Infonuatuni Systems 

^Onr d;it;i h.ink .'iIIdws us to 
rn'ovt'i inlorm.ilioii in ;i tinu'ly ni;in- 
iut th.it abels ilu' iK'cds of our 
man.'i.qcn.il and dcrical ix'oj)!^. This 
is always olian.^iii^ as wc add now 
programs and respond to 
new needs. If 
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MARKETING STATISTICS 

EPIC ANNUAL AVERAGE 
PURCHASE PRICE OF MODEL HOMES 

100,000 

EPIC ANNUAL PURCHASES 
OF MODEL HOMES (in millions) 
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Barbara McKinney Deputy Gcnovl Counsel 
^^I-.I'IC's ni:my industries ;iihI ;iic;is of cxpcrlisr iivliuinK; iinirli;;!^' 
financin.u. si'cuiilivs, rc.'ii csi.-ilo. honu-buildinn. proiu-nv in.'iniiiii'iiu'iii. lin.-nu r ;m(i t;iN. 
We ()|H'i;iU' in sovi-ml jiii'isduMhiiis, iluTfton' ut must ii<)i only 1)<' vi^il.ini ;is to llu* 
I'luluircnuMits ;ind ivi't'iit dev't'Iopiiiriits in c.'irh arc;!, uh' nuist also strive to roni dmate 
the strk'tures of these areas in order to mesh them with our overall .coals, ()ver the years 
liPIC has gained respect for the manner in which it carries out its responsibilities.?? 

EPIC EARNINGS 
YEAR TO YEAR SI. 238.061 

i 

$79-4,496 

$366,427 

$216,090 

$125,089 

&306.470 

197(5' '1977'' 'T97?i 197?)' Yfi.Sif" 

>. 
s. 

:19HT 

Vc 
% 

t: 

EPIC NET WORTH $3,098,257 

$1.960,196 

$1,183,134 

N 
$876,664 

"TsJ 

$281,795 

$510,236 

N 

1976 -1977 ' 

[ S1 ■! 
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Louise Stone Investor Relations 
)ur limited parliKTS must bo kept 

.'tbiv.ist ol the fin;iiu'i;il, l;ix ;iii(i m.ii - 
kti conditions ot their investment. 
\Ne i-oninuinie.tte (|U.irterly with e;irh 
ol the more than 2200 investors in 
our KiO partnerships. 

CONSOLIDATED BALANCESHEET 

HVE YEAR COMPARISON 
EPIC AND WHOLLY-OWNED 

SUBSIDIARIES 

ASSETS 

Currefrt Assets: 
Cash in Banks 
Associated Partnership Receivable 
Partnership Investments 
Notes Receivable 
Accounts Receivable and Prepaids 

1981 
S 5,405,514 

15,519,922 

21,559,219 
4,596,810 

I Current Assets  
J Assets: 

et -of Depreciation 
r'artnership Investments— 

Net of Allowance 
Capitalized Leases 
Notes Payable-Capitalized Leases 
Other Assets 

1980 
S 3,147,935 

5,148,180 

20,986,017 
802,112 

1979 
S 1,668,844 

1,736,835 
1,517.759 
6,371,107 

808,648 

1978 
S 1,335,111 

2,848,203 

2,946.125 
98,188 

$13,295,764 $ 1.767.893 S 787.891 

73.090 
88,509,552 

(88,509,552) 
1,398,676 

127,428 
47,261.018 

(47,261.018) 
1.744.200 

206,073 
25,533,057 

(25,533,057) 
357,765 

S 67.052 

226.659 
23,271.211 

(23,271,211) 
252.334 

1977 
S 356,258 

876,630 

82,231 
195,335 

$47,081,465 $30,084,244 $12,103,193 $ 7,227,627 $ 1.510.454 

$ 50,330 

267,534 
11,292,093 

(11,292,093) 
316,574 

Total Assets $61,848.995 $33,723,765 $13,454.922 $ 7.773,672 $ 2,144,892 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Current UaMlftiet: 
Accounts and Accrued Payables 
Current Notes Payable 
Associated Partnership Payable 
Allowance for Income Taxes 
Total Current Liabilities 
Non-Current Liabilities: 

Notes Payable 
Deferred Income  

Total Liabilities 

1981 
S 6.695.373 
21.063.792 
7,839,252 
2,181,937 

1980 
S 2,872,716 
21,776.954 
3.757.747 
1,087,114 

1979 
S 1,251,361 

7,493,591 
1.670,773 

503,966 

1978 
884,896 

3,997,992 
1,070,801 

417.982 

1977 
207,292 
391,337 
555,632 
241,643 

$37,780,354 $29,494,531 $10,919,691 $ 6,371,671 $ 1,395,904 

17,256,624 
3,287,505 

1.983.740 
261,415 

942,788 
365,578 

170,896 
354,441 

89,002 
149,750 

Minority Interests in 
Consolidated Partnerships 

Stockholders' Equity: 
Paid-in Capital 
Retained Earnings  

$58,324,483 $31.739,686 $12,228,057 $ 6,897,008 $ 1,634,656 

426,255 

113,350 
2,984,907 

23,883 

113,350 
1,846,846 

•^holders' Equity 

43,731 

113,350 
1,069,784 

113.350 
763,314 

Liabilities and 
axkholders' Equity 

$ 3,098,257 $ 1,960,196 $ 1,183,134 $ 876.664 $ 

113,350 
396.886 
510,236 

$61.848.995 $33,723,765 $13.454.922 $ 7,773.672 $ 2,144,892 

I 3 I 
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Jdne Goodwin Mortgage Operations 
H i he Comp.-iny w.'is tho first IrncVr in the connlrv to issiK1 ;i 
ni<)n.^ii;o-l);K kod security nucfi by St.-nui.ird ;ind Poor's on non- 
ounor oivupii-d rosidonti;il ro;iI ostato. I-Ivi-n thou^li tho niarkot 
romains volatilo i-J'iC Moi t^a^'o siurossl'ully ronijH'tes lor tnnds 
on a iv.^nlar basis bocauso of our reputation for innovation in 
finanrial instrunionts.J1? 

CONSOLIDATED BALANCE SHEET 

FIVE YEAR COMPARISON 
EPIC ASSOCIATED RURTNERSHIPS 

ASSETS 

Assets: 
Cash in Bank 

Special Rfccivablf—KI'IC 
Accounts Receivable—EPIC 
Accounts Receivable—Other 
• Receivable 

.l\V 
.paid Interest 

Prepaid Expenses 
Rental Properties 
Less Accuniulaled Depreciation 

Total Assets 

S 

1981 

381,875 
5,672,224 
2.105,236 

965,237 
6,446,744 
2,792,932 
3,529,970 

3,541.590 
265,474,381 

(8.489.851) 

1980 
$ 589.137 

2.249.032 
1.530.233 
1.593,397 
2,542,935 
1.505.361 
1.203.535 
1.305.413 

133.173,249 
(4.300.548) 

1979 
S 377.078 

986.421 
778.567 
394.863 

636,057 
700,418 

1,004,389 
75,018,404 
(2,212.702) 

1978 
5 211.790 

473.209 
597.592 
618.514 

334.935 
412.304 
807.227 

42.225.906 
(956.806) 

1977 

? 238.471 

295.662 
259,970 
269.969 

143.492 
290.163 
677.243 

24.921.985 
(421.584) 

LIABILITIES AND PARTNERS' CAPITAL 

Liabilities and Partners' Caprtafc iggj 

Accounts Payable. Accrued Interest. 
Unearned Rent. Purchase Deposits $ 7.725,718 

First Trust MorlRaRes 226.120.353 

Second Trust MortRa«es 5.785.757 
Accounts Payable—EPIC 18.235.707 

Security Deposit 5.122,766 
Conipleiion Escrow  ] jgg g25 

J?282,420,338 $141,391,744 $ 77,683.495 $ 44,724,671 S 26,675.371 

Total Liabilities 
IVlners' Capital 

1980 

S 2.796.137 
100.258.209 

1.296,540 
5,282,484 
2.034.879 

482.686 

1979 

S 1.068.963 

53.980.299 
47.142 

3.426.561 
670.148 
381.597 

1978 

480.761 
32.505.395 

894.089 
2.269.703 

347.237 
148.228 

$264,180,126 
18,240.212 

1977 

$ 244.229 
20.207.061 

267.424 
876,630 

207.423 
89.689 

$112,150,935 
29.240.809 

$ 59,574.710 
18.108.785 

i'"tal Li:ibiliiies jind^Partners' Capilal $282.420.338 $141.391.744 $ 77.683.495 

36,645.413 
8.079.258 

$ 21.892.456 
4.782.915 

$ 44.724.671 $ 26.675.371 
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Larry Mathias Contwlhr 
l-.I'IC li;is tjiown. not just in inimhcrs. but in ili«> dcpih 

<>1 our iii.-iu.tiicnuMil f.ip.ibiliiy. lil'lL now m;iii;i,crs jiiui 
.'KVounts lor Kid sop.ir.iU' i);irincrsliips. This iiuiiKii-s tlu' 

(if finaiu i.il nvords. the pri'p;ir;iUoii ol lin.in- 
ri;il st.itniu'nts ;ind tax irturns —all tlu' rk-nu-nls ivciuiroci 
to manage 160 si-paratf busitU'sscs.T^ 

REPORT OF 

INDEPENDENT 
AUDITOR 

JAMES C. JONES 
CERTIFIED PUBLIC ACCOUNTANT 
BRISTOW CENTER 
4306 EVERGREEN LANE 
ANNANDALE. VIRGINIA 22003 

March 16. 1982 

Board of Directors 
Equity Programs Investment 
Corporation and Its Subsidiaries 
^alls Church, Virginia 

1 have examined the comparative consoli- 
dated balance sheet of Equity Programs 
investment Corporation, its wholly owned 
subsidiaries, and twelve consolidated part- 
nerships, as of December 31, 1981 and 
1980, and the related comparative consoli- 
dated statements of income and changes in 
financial position for the years then ended. 
My examination was made in accordance 
with generally accepted auditing standards, 
and accordingly included such tests of the 
accounting records and such other auditing 
procedures as I considered necessary in 
the circumstances. 

In my opinion, the aforementioned con- 
solidated financial statements present fairly 
the financial position of Equity Programs 
Investment Corporation and its aforemen- 
tioned subsidiaries and partnerships at 
December 31, 1981 and 1980, and the 
results of their operations and the changes 
in their financial position for the periods 
then ended, in conformity with generally 
accepted accounting principles, applied on a 
basis consistent with that of the preceding 
year. 

JAMES C. JONES 

COMPARATIVE CONSOLIDATED- 

INCOME STATEMENT 
EQUITY PROGRAMS INVESTMENT CORPORATION AND ITS SUBSIDIARIES 

Income: 
Initial Loan Interest (Note IS) 
Partnership Organization Fees (Note 16) 
Builder Fees (Notes 1 16) 
IVoperty Management Fee (Note 1) 
Interest Income (Notes 4 17) 
Kent Income (Note 1) 
Miscellaneous 
Loan Origination Fees (Note 18) 
Commissions 
Gains on Partnership Investments 
DiKUinenl I'reparalion I'Vrs & Services 
Total Income 
Opei.uing Exgenses 

December 31, 
1981 

39.914 
474.220 

8.960.7H() 
972.077 

3,910.907 
1,613.598 

24.670 
177.031 
111.825 
22.739 

192.800 

1980 
S 277.542 

331,467 
3.998,136 

499,554 
1.129.514 

402.424 
13.307 

482.712 
16.710 

SI 6.500.561 
14.258.126 

Nci Iiioiinc l-'nnn ()|KT;ili(iiis 
Less: 
Provision for Income.T;ixes—Ni l of Credits 
Minority Interest in Consolidated 
I'annerships (Loss) (Nole 1)  
NKT INC'OMK 
hamlngs Per Share of Common Stock 

S 2.242.435 

42^^ 

6.348.i^P >> 
SI.353.531 

S 1.169.038 

(164.664) 

S 596.348 

(37.313) 
S 1.238.061 
S 11.74 

S 794.496 
S 7.39 

COMPARATIVE CONSOLIDATED 

BALANCE SHEET 
EQUITY PROGRAMS INVESTMENT CORPORATION AND ITS SUBSIDIARIES 

ASSETS 
Current Assets: 
Cash in Hank and On H;md (Note 2) 
Accounts Receivable (Note 3) 
Notes Receivable (Note 4) 
Pivp.nd Expenses (Nole 5)   

December 31, 
1981 

S 5.405.514 
19.434.819 
21.559.219 
 681.913 

1980! 
S 3.147,935 

5.797.626 
20.986, ( 

152.f 
Total Current Assets $ 47.081.465 S 30.084.24 
Fixed Assets, Net of Depreciation (Note 6) 
Other Assets: 
Capitalized Leases (Note 1) 

Notes Payable— 
Capitalized Leases (Note 1) 

Notes Receivable (Note 4) 
Deferred Charges (Note 7) 
Partnership Investments—Net (Note 8) 
Other Assets  
Total Other Assets 
TOTAL ASSKTS 

S 13.295.764 S 1.767.f 

S 88.509.552 

(88.509.552) 
1.236.450 

43.664 
73.090 

118,562 

IV'-r S 1.471.766 
S 61.848.995 

S 47.261.0| 

(47.261^ 
1.4 

127,4 
257.1 

$ 1.871.1 
$ 33.723,; 
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Joseph Cunningham Tnmun y 
i^Tlu* pI.-u cnHMit of Kl'ICs first Imiq- 
tcnn coiporalf fin;iiuMn.u with Mrtro- 
i)()lit;iii Life Insunince Comprmy \v;is ;i 
m.-ijor step to strcn^thrn <nii" b.il.inrr 
shert ;inci to position thr coiupany lor 
continued growth. 

COMPARATIVE CONSOUDATED BALANCE SHEET (CONTINUED) 

LIABILITIES AND STOCKHOLDERS' EQUITY 
Current Liabilities: 
Accounts Payable—Trade 
Special Payable—Partnerships (Note 9) 
Accounts Payable—Partnerships (Note 9) 
Accrued Salaries and Commissions Payable 
Notes Payable—Current (Note 10) 
Notes Payable—Warehousing Line (Note 10) 
Payroll Taxes and Insurance Provision 
Accrued Interest Payable 
Income Taxes Payable (Note 11) 
Income Taxes Deferred (Note 11) 
Escrowed Funds (Note 12) 
Loan Commitment Fees Payable 

December 31, 
1981 

; 1,132,321 
5,490.111 
2.349,141 
1,003,242 

697,995 
20,365,797 

126,941 
1,303,738 

2,181,937 
2,102.427 
1.026.704 

$ 

1980 
473,541 

•2,1^4.185 
1,563.562 

521.078 
2.076,708 

19.700.246 
9,024 

531,616 
596,348 
490,766 

1,337,457 

» 

'a! Current Liabilities 
r Liabilities; 

/tes Payable—10 Years 
^(Series A & B) (Note 1) 

"Notes Payable—Noncunent (Note 10) 
Deferred Credits (Note 13)  
Total Other Liabilities 
TOTAL LIABILITIES 
Minority Interest In 
Consolidated Partnerships (Note 1) 
Stockholders' Equity: 
Capital Stock: 
Common Stock. S.01 Stated Value. 

500.000 Shares Authorized. 107,500 
Issued (Notes 1 & 14) 

S 37,780,354 

S 4.000.000 
13.256.624 
3,287,505 

S 20,544,129 
S 58,324.483 

$ 426.255 

1.075 

S 29,494.531 

S — 
1.983.740 

261.415 
S 2.245.155 
S 31,739,686 

23.883 

1,075 
Contributions in Excess of Stated Value 
Treasury Stock—4,000 Shares at 

Cost in 1981 (Note 1) 

112,275 

S (117,434) 

S 112,275 

(17,434) 
Retained Earnings: 
Balance, January 1, 
Add: Income for the Year Ended 

December 31,  
Balance, December 31. 

S 1.864.280 

1,238.061 
S 3,102,341 

$ 1,069.784 

794.496 
S 1.864,280 

Total Stockholders' Equity $ 3.098.257 S 1.960.196 
TOTAL LIABILITIES AND 
STOCKHOLDEKS' EQUITY $ 61.848,995 $ 33,723,765 
The Notes to Financial Statements are an integral part 
c<mjuncti<m there\vit h. 

if this statement and should be read in 

13 Ifi 
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Andrea Clark Property M<nui^c}}h'ut 
j H\\\ I(_ DVci scrs niorc ih;m 4000 rcsidt'iui.'il proportit's— wiih 
j .1 lovi-l oi mnn.i.m'iiicni cxpci lisc ;iii(| cxjH'i icucr .unvitcr th;in ;mv 

ri'sifltMiii;il invi-stiiu-m (inn. This (i.iy-to-d.iv uprniiion.-il 
vxpi'i it'iu'c provick-s us I he i";ip;il)ili| y to cNpand ;is ;Ki(iiti()ii;iI 
piopri lii's .iddc'd to our portlolio and I'n.ihlrs us to inet't 

j LI lL s toinmitint'iil to si'i \c its ti'iumts and in\i'stoi s.?? 

COMPARATIVE 

CONSOLIDATED 

CHANGES IN 

FINANCIAL POSITION 
EQUITY PROGRAMS INVESTMENT 
CORPORATION AND ITS SUBSIDIARIES 

FUNDS PROVIDED: 
Net Income 
Add (Deduct) Items Not Requiring Current Funds: 

Income/Loss From Affiliated 
I'artnerships t 

Depreciation 
Amortization of Prepaid Expenses 
Amortization of Discount on 

Subordinated Debentures 
Deferred Income Taxes 

December 31, 

Funds Provided From ()(*,• rations 
Cash Surrender Value— 

Life Insurance—Proceeds 
Increase in Deferred Credits 
Decrease in Non-Current Portion of 

Deferred Charges 
Draws Received From Affiliated Partnerships 
Sale of Treasury Stock 
Consolidation of Partnership 

Trusts Payable 
Net Increase in Other Non-Current 

Notes Payable 
Minority interests in Consolidated 

Partnerships 
Klimination of Partnership Equity Upon 

Consolidation 
Notes Payable Issued for Capitalized 

Leases Acquired 
Reduction of Capitalized Leases for 

Liquidation of Notes Payable 
Increase In: 

Accounts Payable—Trade 
Special Payable—Partnerships 
Accounts Payable—Partnerships 
Accrued Salaries and Commissions 
Notes Payable—Warehousing Line 
Other Current Notes Payable 
Payroll Taxes and Insurance Reserve 
Accrued Interest Payable 
Escrowed Funds 
Income Taxes Payable 
Deferred Commitment Fees 

Decrease In: 
Non-Curent Notes Receivable 
Security Deposits 
Officers Receivable 
Accounts Receivable 
Notes Receivable—Officer 
Partnership Investments 

TOTAL FUNDS PROVIDED 

1981 

$ 1,238,061 

565,713 
399,074 

2,718 

43,877 
1,691,171 

S 3.940,614 

3,026,090 

108,342 

11,354.132 

3,874,875 

402,372 

50,000,000 

8,751,466 

658,780 
3,295,926 

536,546 
482,164 
665,55] 

109,815 
772,122 
764,970 

1,026,704 

250,556 
101,042 
37,292 

116,250 

1980 

794,496 

54,406 
51,049 

1,947 

43,878 
(13,200) 
932,576 

15,475 

13, 
251, 
100, 

871,360 ' 

200,714 

114,740 

35.000,000 

13,272,039 

133,595 
1,207.764 

879,210 
322.975 

13.526.960 
741.403 

361 
262.442 
967,920 
596,348 

104,4i 
46,51 

1,517,75' f 

$90,275,609 S 71,079,992 

I S' V 
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Roger Richard 

Securities Marketing 

^Durinu 10 IU'W i);irtiu'r- 
ships were iTc.iU'ii. MSI Siruri- 
lii'S. iiii-. m;irkris p-irtiu'iship 
iiUi'ivsts through ;i n.ition.il 
network of hrokcr-fk'.'tk'rs.?? 

December 31, 

FUNDS APPLIED: 
Purchase of Fixed Assets 
Increase in Cash Surrender Value— 

Life Insurance 
Capitalized Organization Costs 
Increase in Deposits 
Increase in Current Notes Receivable 
Increase in Non-Current Notes Receivable 
Capitalized Leases Acquired By Issuance of 

Notes Payable 
Reduction of Notes Payable By Liquidation of 

Capitalized Leases 
Purchase of Treasury Stock 
Capital Contributions to Affiliated 

Partnerships 
r " of Acquisition of Consolidated 

nership Interests Net of Write 
• wn of Cost Over Book Value 

solidation of Partnership Rental Properties 
eduction of Minority Interest in 
Consolidated Partnerships 

Reduction in Deferred Credits 
Increase In: 

Investments 
Notes Receivable 
Prepaid Expenses 
Partnership Accounts Receivable 
Deferred Charges 
Receivable from Employees 
Receivable from 

Affiliated Entities 
Accounts Receivable 

Decrease In: 
Other Current Notes Payable 
Accounts Payable Investors 
Income Taxes Payable 
Officer Payable 

Total 
Increase in Cash 

1981 

$ 110,810 

2,420 

573,202 

50,000,000 

8,751,466 
100,000 

370,683 

11,816,135 

529,247 
10,371,742 

43,664 
29.553 

148,922 
3.195,125 

1.378.713 

596.348 

TOTAL FUNDS APPLIED 

S88.018.030 
2.257.579 

1980 

S 32.634 

. 3.056 
2,024 

131,905 

1.108.279 

35.000.000 

13.272,039 
117,434 

228,725 

113,553 
998,417 

19.848 
104.163 

50.000 
14.783.610 

82.931 
3.411.345 

65.938 

75.000 
$69,600,901 

1.479.091 
S90.275.609 S71.079.992 
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NOTES TO COMPARATIVE CONSOLIDATED 

FINANCIAL STATEMENTS 

% 

1. Equity Programs Investment Corporation ("EPIC") was 
incorporated under the laws of the Commonwealth of Virginia on 
December 20, 1974. As of the balance sheet date, the following 
subsidiaries were wholly owned by EPIC and are consolidated in 
these financial statements: EPIC Mortgage, Inc., EPIC Realty 
Corporation, EPIC Securities, Inc., EPIC Financial, Inc.. ESI 

I Securities, Inc., Model Home Holding Corp., Tunlaw Models, 
Inc., Aladdin Models, Inc., Moxie Models, Inc., Sirrah Models, 
Inc. and Dyblof Models, Inc. EPIC is also the managing General 
Partner is three General Partnerships, the sole General Partner 
of One hundred and Forty-four Limited Partnerships, a co- 
general partner of Six Limited Partnerships, and agent for Seven 
management accounts. 

EPIC's business principally involves the purchase and lease- 
back of builder's model homes and activities related to such 
purchase and leaseback, including mortgage financing, equity 

dication and property management. Homes are purchased by 
ed partnerships of which EPIC serves as general partner. 

/ .ost leases are net leases to the acquiring limited partnership. 
v .il mortgage financing obtained by the EPIC partnerships during 

1981 is non-recourse to the partnership. EPIC began a program 
to obtain non-recourse financing on behalf of its limited partner- 
ships in 1980. In prior years, significant contingent liability was 
created for the corporation when recourse mortgage financing 
was utilized although mortgage loan to value was typically lower 
in these prior transactions. Also in prior years the limited part- 
ners made initial cash capital contributions to the partnerships 
sufficient to refund the general partner's initial advances for 
property acquisition and the payment of related syndication fees. 
The present program involves longer term advances to the part- 
nerships by the general partner but the limited partners are obli- 
gated to pay partnership operating expenses during the expected 
holding period of the properties. Syndication fees are to be rec- 
ognized as income when the initial contributions to the partner- 
ship are funded by the limited partners. These future capital 
contribution obligations are fully recourse to the limited partners. 
Additional partnerships are anticipated in the future and are 
expected to be accomplished within this concept. 

EPIC's policy toward advances to prior partnerships is to 
advance operating funds as required up to the fair market value 
less the estimated net sales costs of the property. During 1981, 
EPIC entered into insured non-recourse mortgage refinancing 
agreements with a lending institution for certain of these prior 
partnerships in the amount of three million dollars ($3,000,000). 
These loans, which do not exceed a loan-to-value ratio of 80%, 

used to repay general partner advances and in some cases 
ide up to one year working capital for the partnership. 

During the life of the partnership, EPIC, as general partner, 
..■anages the partnership affairs and, ultimately, arranges for 
disposition of the homes upon termination of the lease. EPIC 
participates in operating profits and losses of the partnerships to 
the extent of its ownership which ranges from a 1% to 5% inter- 
est. In addition, EPIC shares in 25% to 50% of the difference 
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between the net selling price of the property and the gross pur- 
chase price of the property plus front end capitalized costs, as 
available after a return to each limited partner of his original 
capital contribution plus a varying cumulative return on original 
capital contribution. 

r Tlje consolidated financial statements include the accounts of 
the corporation, all its subsidiaries, and partnerships which EPIC 
holds approximately fifty percent or more in interest. Partner- 
ships are not consolidated during the syndication period. Material 
intercompany accounts and transactions have been eliminated. 
The investments in unconsolidated partnerships are stated at 
equity in net assets of such partnerships, except during the first 
six months of syndication. 

Certain subsidiaries have been formed to enter into purchase 
and leaseback financing transactions with U. S. Home Corpora- 
tion. EPIC has none of the rights of ownership associated with 
these properties. Its obligations are recourse only to the exte^^ 
that EPIC must deliver its ownership interests in each subsidl^^ 
to the lending institution in order to void its guaranty. EPIC 
derives interest income from these operations for its administra- 
tive efforts. The operations of these subsidiaries are reflected as 
a financial arrangement in accordance with Statement Number 13 
of the Financial Accounting Standards Board. The fair market 
value of each lease is considered to equal the outstanding loan 
balance. 

In December 1981 EPIC, as a general partner, entered into 
six limited partnerships with U. S. Home Corporation, as co- 
general partner. These partnerships purchased 395 single family 
residential housing units from U. S. Home Corporation for an 
aggregate purchase price of $24,193,000. Under the partnership 
agreements U. S. Home Equity Corporation is obligated to 
advance certain operating cash flow deficits to the partnerships 
which obligation is guaranteed by U. S. Home Corporation. The 
housing units purchased are to be leased to individual tenants for 
residential use. EPIC was paid a fee of $1,783,383 of which 
$713,980 has been deferred until the limited partnership inter- 
ests are syndicated. 

EPIC's policy is to effect the purchase of homes, by its part- 
nerships, prior to syndication of the partnership interests. Con- 
sequently, EPIC has varying percentages of ownership in the 
partnerships at various times. EPIC has also acquired additional 
ownership in the partnerships as a limited partner by purchasing 
or exchanging interests in prior partnerships. Certain partner- 
ships. of which EPIC owns up to one hundred percent, are con- 
solidated within the EPIC statement for the current year. The 
accounting for purchase of previously syndicated partnership 
interests is treated differently from pre-syndicated interest 
because of the intent and historical experience of the corporati^ 

Because of the nature of the business, the assets and liabili- 
ties of EPIC partnerships, with EPIC as the sole general part- 
ner, are not included in the balance sheet of EPIC, but rather in 
the financial statements of the individual "partnerships". These 
accounting principles are based on the "going concern" concept 
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NOTES ICONTINUED) 

whit li is |HV<|t< ;ii< <l ..ii iniciii .mil l-.l'k's ikisi rx|)<Ti.'ii.v .il 
Slli't i s^inlly syiKll.'.lIlin;     mi.-I.•si. The I.vs will, Il 
KI'IC .Mills Hum (hiiM.-is ic.-.i^iii/fij ,,s „ltl,||U. Wt,.-H il,.. 

■UlM.-I Ik.s . ..llsilHIIIUlr.i III.- |nIIt'!l,i>.1 JM.I li-.-IS.-h.i. l; , .m.i;,■ 
iiu nl with ill.- |-,l K p.n in.-i sliijxsi Ihii pu.>1 t.) pal tii,-i slii|) 
syndicjiiiun. 

Til.' O.I |).H .IIIOII is li,)!,!,- I,,; I|I(. (H^.iiiiz.ilion *([)(] ;t(i||iiilisl 1.1- 
livc expenses of <Te;iiin« the |);nineisliips for wlm li KI'IC 
receives .1 fee e<|u;il in from 2'^ l<. .S'» of Hie limited partners" 
eapital contnlmtions. KI'IC also is entitled to a properly admims 
nation fee of (i) 2.5'* to 5.0'^ of jjross rental inconie. (ii) in 
certain cases the fee is based on the carrying value of the part- 
nership properties or (iii) a monthly fee per unit. In some 
instances, this property administration fee is subordinated to the 
partners' varying cumulative annual return on capital contributed 
and/or to the return of invested capital to the limited partners. 

No limited partner is personally liable for any of the debts of 
the partnerships or any of the losses thereof beyond his capital 
contributions in cash or notes, plus undistributed profits of the 
partnerships. If the remaining assets of the partnerships are not 
sufficient to pay the then outstanding liabilities, the general part- 
ner is liable for the debts of the partnership. 

Kl IC contributes cash equal to 1% of the partnership capital 
as payment for its 1% interest in the partnership 
RELAItD PARTY TRANSACTIONS: 

Cavalier Oil Corporation, which is involved in oil and gas 
exploration and drilling principally in the State of Ohio is con- 
trolled by an officer and director of EPIC. During 1980 Cavalier 
Oil issued one-third of its issued and outstanding stock to EPIC 
in return for the cancellation of a $50,000 note due EPIC. 

During 1981, EPIC entered into leasing arrangements with a 
nited partnership which is controlled by the majoritv stockhold- 
s of EPIC. These month to month leases are for the use of 

•)ffice furniture, equipment, and vehicles at what are considered 
fair market rental rates. It is anticipated that the corporation will 
enter into additional non-capitalized lease rental commitments 
with this or other similar entities. 

During 1981. certain limited partnerships of which EPIC 
serves as the General Partner and which include officers or 
employees of EPIC as limited partners have in some instances 
not been charged with certain fees (i.e.. syndication fees and 
broker dealer commissions) which are normally charged to the 
partnerships. 

In carrying out obligations under employment agreements 
with certain officers, the corporation created a trust to guaranty 
various indemnifications. The indemnity trust was funded by 
assignment of certain prior office space which is subleased to a 
tenant at the rate of $16,172 per month versus an approximate 
cost of $12,465 per month. Absent any claims against the trust, 
all net proceeds are paid to EPIC Realty Corporation as a 
management fee. 
OPTION TO REPURCHASE STOCK: 

During 1980 EPIC initiated litigation against certain former 
officers and employees and a shareholder for breaches of various 
employment and non-competition agreements and other obliga- 
tions. The defendants in turn filed defenses and counterclaims. 
In June. 1981 that litigation was settled. EPIC purchased from 
the shareholder 4,000 shares of stock for the sum of $100,000 
and has an option to purchase the shareholder's remaining inter- 
j st dI 000 shaies. I hese shares are under an escrow option 

prite of $400,000 which may be exercised at any time prior 
,une 15. 1982. In conjunction with the settlement, all suits 

.ve been dismissed with prejudice except a dissolution suit 
which was brought by the selling shareholder. That suit has been 
rendered inactive in connection with the overall settlement and is 
to be dismissed with prejudice upon EPIC's exercise of its option 
to purhcase the remaining 29.000 shares. In the opinion of coun- 
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m'I and niJinajviiieni ih.- dissoliitinn Miit i^, and teiii.ii;^ witlniiii 
ni' iit ..I Milistan.v t.'ijardl.-ss .il th.- pm. d;,. leniamir." 
sll.ili-. 
OFFICE LEASE: 

<>11 M.n. li I. IMNl. ill,- I urp.II.111.Ill entered into a leas.- I.II / 
nrw ..111,,- spa,,-. Ill,- lease is lot ,i iK iiod of live vears and out 
niontli with minimum aggregate rentals ol $1,1)68.700 payable in 
montlily insiallmeiils of $17,520. The lease contains an option 
to renew for an additional five year period with monthly pay- 
ments of $19,541 and clauses requiring EPIC, as tenant, to pay 
increases in real estate taxes and o|)erating expenses. In Decem- 
ber of 1981 the Corporation entered into an additional lease for 
office space. The Lease is for a one year period with a minimum 
aggregate rental of $24,102. which is pavable in monthly install- 
ments of $2,008.50. 
SIGNIFICANT LOAN TRANSACTION: 

During 1981 EPIC entered into a Four Million Dollar Loan 
transaction with Metropolitan Life Insurance Company. The 
purpose was to acquire long-term unsecured working capital and 
the proceeds thereof are to be used for (i) payment of current 
indebtedness, (ii) exercise of the option to purchase EPIC stock 
held by a former employee and (iii) general working capital pur- 
poses. The loan is evidenced by two notes designated Series A 
and Series B. The principal amount of Series A is $2,800,000, 
bears interest of 15W, per annum, is due November 24, 1991, 
and has principal payments beginning in 1985. Series B is for 
$1,200,000, bears interest of 147, per annum, is due Novem- 
ber 24, 1991, and is convertible at an initial price of $48 per 
share to KI'IC common stock. Stock is required to be reserved 
for conversion. Each note contains provisions requiring pledges 
and security on the occurrence of specified events. Even though 
the loan is unsecured it may become collateralized by assets of 
EPIC and control (by pledge or voting rights) of a majority of 
the shares of common stock of KI'IC in the event of default or^P 
EPIC fails to meet certain financial tests. These events provide 
a time for remedy. Either note may be prepaid upon the occur- 
lence of specified events. I he associated prepayment penalties 
theieon diminish over time. 1 he Series A note contains principal 
curtailment requirements as follows: $350,000 in 1985 and 1986; 
$400,000 in 1987 and 1988; and $500,000 in 1989 and 1990 
CASH IN BANKS: 
2. As of the balance sheet date. $837,691 was in restricted' 
accounts. $810,530 of this amount is reflected in accrued inter- 
est payable which relates to capitalized leases and was subse- • 
quently paid. Included is $2,413,422 of escrowed funds which 
are to be applied to the Escrow Kunds Liability for Mortgages. 
There is also a compensating balance requirement of $1,649 157 

on loans. 
1 his escrowed cash is classified as current due to the match- 

ing principle because the related liabilities are also classified as 
current. 1980—$371,535 was restricted and $1,329,800 escrowed 
RECEIVABLES: 
3. Accounts Receivable consists of the following: 

Agency Receivable from associated partnerships $15,519,922; 
Receivable from unfunded settlements of $2,630,550, which 
were received subsequent to year end; accrued interest on 
notes receivable $1,044,068 and other receivables from affiliates 
of $240,279. Management considers these notes receivable to 
be fully collectible and no allowance is provided. The majority 
of Agency Receivables are pledged to secure loans. 1980— 
$5,148,180 receivable from associated partnerships; $410 733- 
from unfunded settlements; $90,697-accrued interest receiv- 
able; $148,016 other affiliated receivables. 

'L r
Smir<"(l "ott's amount to $22,788,139 and unsecured are $7,530. Management considers these notes receivables to be 

fully collectible and no allowance is provided. The majority of the 
notes are secured byvp;^u^rsliip propertv and are pledged as 

L J o 



stvurily mi l<i;ins. The null's hi'.ii <il S In i'l prrii'in 
I'.'Si' M-ruu-fl .S22. .'{•»'im-ici un il S11L'. 1IJ. Dunm: 1 1 

ill >.i.v..>S) ilc'fllH'il nix ulli't l.ilili' .Hid w.iv 
AID EXPENSES: 

r i irii.iiil I A|)i IIM > [hi1 pit'p.iv mi-iu niii;iU:.i 
i ^ . niiimivsinnN .tmi ntli.'i 

HXED ASSETS: 
ti. i'uluio: Otii.c luimiuu' ;inii <'.|iii|)incni iV In 
dcpivciaU'd nwr .i yc.ii pchud. .•inltiiiiuhili-s uvci ihrcc 
yi-.ns. kMschiild iinpruvi'iiu-nls <i\<t live vimis. .ind the i-misi 
diiled ));irtiH'rslii|) mndi-l liomcs over thirly vc.iis. All .issds ; 
lH'in« di'iHi'ci.'Kod by tho strai^lu lino nicthod. 

p.i 

inu 

Depreciation 
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1981 
? 75.44!t 

;fi.47i 
i(i:t.ir)7 

l.i.'iiKi. 144 
$l:t.H(Ki.L'21 
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Cost 
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Office Furniture ;ind Equipment ;ind Vehicles not retiected on 
the bahince sheet are being leased on a nionth-to-month basis 
from a related party. The Model Homes are stated at the origi- 
nal purchase price to the partnership from the builder. 
DEFERRED CHARGES: 
7. Deferred charges represent Realty Commission on vacated 
office space which is being amortized over the five year life of 
the lease. 
PARTNERSHIP INVESTMENTS: 
8. It is the policy of EPIC to suspend the equity method of 

'nting during the normal syndication period, which is 
ed to be six months. The equity method of accounting for 

w. nership investments is applied during the syndication period 
v . their intended percentage of ownership. 'Hie non-current 
Partnership Investments represent KPIC's equity ownership of 
associated partnerships which is not intended to be sold. It is 
corporate policy to only recognize the partnership's disposition 
gains after a substantial portion of the partnership's assets have 
been sold. Partnership losses are recorded as they occur. An 
allowance to provide for possible future partnership losses calcu- 
lated on the equity basis of the non-current portion at the bal- 
ance sheet date is reflected to reduce the investments to esti- 
mated net realizable value. 
PAYABLES TO ASSOCIATED PARTNERSHIPS: 
9. Hl'lC serves as agent for associated partnerships. The -Spe- 
cial Payable consists of Security Deposits and Completion Escrows 
made by the builder/lessees to the partnership lessors. The 
Accounts Payable—Partnerships is the net of cash received and 
disbursed on behalf of the associated partnerships. Refer to Note 
3 for receivables from partnerships. 
NOTES PAYABLE: 
in Balance 

1981 1980 
ISO.IHM) S 1,127,(111(1 

»I, 7!I7 19.7(10.2 )(> 

I 

Interest 
Rates 
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(A) In 1981, the Corporation entered into separate arrangements 
with a number of banks providing for loan warehousing lines of 
credit totaling $11.875,000 at interest rates up to 2 percent 
above the prime rate. The loans carry commitment fees of up to 
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(li) During 1979, an oiler was tendered to the limited partners 
ol live associated limited partnerships. The offers were accepted 
by most of the limited partners which resulted in EPIC receiving 
the ownership of their partnership interests and, therefore, the 
majority ownership of five associated partnerships of which three 
were liquidated during 1980. Tliis transaction was effectuated by 
EPIC's obligation to pay the limited partners either by cash or 
subordinated debenture bonds. The bonds payable are reflected 
in the Notes Payable balance. The bonds bear annual interest of 
15.03 to 24,17 percent which is currently payable and/or accrued 
to maturity. The bonds mature December 31. 1983. and June 
30. 1984. As of the balance sheet date, the maturity value was 
$513,995. offset by $91,477 of unamortized discount, which 
results in a book carrying value of $424,518. The discount is 
being amortized on a straight line basis as interest expense over 
the life of the bonds at $43,878 per annum. 
INCOME TAXES: 
11. Income Taxes Payable reflects the amount which would be 
due based on the financial profit, whereas the deferred income 
taxes are the computed taxes based on the financial statement 
retained earnings at tax rates prevailing during the years earned, 
reduced by the current taxes payable. The principal difference 
between tax basis income and financial basis is due to timing dif 
ferences in recognition of income and recognition of partnership 
losses. The lax return basis does not recognize income as taxa 
ble when the funding of settlements was subsequent to year 
end. (Refer to Note 3). Credits against income have been netted 
against the income tax expense of the vear(s) affected. 
ESCROWED FUNDS: 
12. EPIC Mortgage as servicing agent received tax, insurance 
and homeowner dues escrow payments which are held for the 
appropriate payment therefrom or forwarding to the permanent 
lender(s). (Refer to Note 2 for Funding,) 
DEFERRED CREDfTS: 
13. Deferred Credits consist of unrealized income for p;u'tnership 
organization fees on unsyndicated portions of limited partnership 
equity, commitment fees on unsettled loans and unrecognized 
builder fees. 
CAPITAL STOCK: 
14. The authorized stock consists of 500,(MM) common shares 
with a $.01 stated value. An officer owns the majority of the 
107.500 common shares issued as of December 31, 1981. 
INCOME: 
15. Partnerships pay interest to EPIC for funds advanced on 
their behalf to purchase rental properties. The interest rate is 
equivalent to the estimated cash flow percentage in the 
offering memorandums, 
1 (i. Partnership Organization Fees are paid by the limited part- 
ners for services performed by EPIC in creating the investments 
and partnerships. Partnership Organization Fees have been net- 
ted against the related out-of-house costs incurred in the 
syndication of partnership interests. The builder's fees are paid 
by the selling builders for EPIC arranging the sale and leaseback 
of their property. 
17. The Interest Income and Expenses pertaining to the financ- 
ing arrangement of the capitalized lease referred to in Note One 
have been combined to reflect the net earnings thereon. 
18. Loan Origination Fees are the fees charged to secure mort- 
gages for the partnerships. This fee has been offset by the Loan 
Origination Fees paijl |q o|)Uun these mortgages 

4 
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IKE ORGANIZATION 

m 

EPIC acquires real estate, finances it and raises 
equity capital through the sale of securities. The Com- 
pany is organized into six departments to accomplish 
and manage its business. 

The acquisition process begins with the identification 
if major metropolitan markets which historically have 
lad strong housing starts and better than average rates 
if appreciation. During 1981, EPIC had eleven strategi- 
:ally placed offices across the country. EPIC's field 
epresentatives seek out and evaluate potentially good 
eal estate in the form of builders' model homes. Build- 
ir^^^'ications to have models purchased are analyzed 

d from the point of initial submission to approv- 
■^Liosing by the Realty Acquisitions Department. 
' Interim and permanent financing for property acqui- 
■itions is arranged by EPIC's mortgage banking subsidi- 
ry working with lenders across the country. EPIC 
'lortgage, Inc. places and services short-term, high 
ielding mortgages with thrift institutions as well as with 
ther nontraditional suppliers of mortgage credit. 

EPIC Mortgage services the loans it places and is 
repared to handle the financing requirements of the 
idividual purchasers of homes resold from EPIC part- 
erships. EPIC Mortgage was the first lender in the 
ountry to issue a mortgage backed security on non-owner 
ccupied real estate rated by Standard and Poor's. EPIC 
lortgage now services a portfolio of $212 million. Dur- 
ig 1981, EPIC Mortgage was authorized to underwrite 

FHA, VA and FNMA loans, which enables the Company 
to handle the resale financing requirements of EPIC 
homeS." 

Model homes are purchased and financed on behalf 
of limited partnerships which are then syndicated to 
provide investors favorable tax advantages and potential 
for appreciation. Equity interests in the partnerships are 
sold to individual investors through securities broker- 
dealers across the country. 

The administrative area of the corporation is divided 
into two main categories: corporate operations and part- 
nership administration. The former follows traditional 
organizational lines and includes accounting, personnel,^ 
and office services. The partnership administration 
group has the responsibility of managing EPIC real 
estate investments and partnerships from the time of 
acquisition of the property to its ultimate sale to a third 
party purchaser. Its duties encompass the accounting 
and reporting for EPIC's 160 partnerships, the property 
management of over 4,000 EPIC properties, and the 
administration of the resale of each property. 

The legal group provides tax, securities, real estate 
and mortgage counsel to EPIC's operating departments 
and to its partnerships, including the preparation of loan 
documentation. Private placement offering memoranda 
are prepared by the legal group which is also responsible 
for registration and compliance with the securities laws 
of the various states in which the Company operates. 
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PERIODIC PERFORMANCE REPORT 
MARYLAND SAVINGS-SHARE INSURANCE CORPORATION/ 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 

'•/D 

Association TO Co:a-nunity Savings & Loan 
Fiscal Year End 30 r-nrfii "n  

Report lot Period Ended 2U r>Gcein':"r 31, 1^0^ 
Repotting Peiiod 40 Monthly 45 □Quaiterly 

General Information 

Accounting Method CASH 50 □ ACCRUAL 60 ED OTHER 70 □ 
Service Corporations (number approved)  80 #  
Number of all Employees (full-time equivalent)   90 ^   
Number of Savings Accounts  100 # 13, ?08 
Number of Mortgage Accounts  110 n 2,102 

40 

Savings and Mortgage Activity (For Current Month/Quarter) 
a) Savings Receipts 120 $  47,004,9^  d) Dividends Credited 150 $ 1.236.308 
b) Savings Withdrawals 130 $ —35 ,990,558  e) Mortgage Loans Made 160 $ 27 ,583 ,500 
c) Net Savings 140 $ —11.094.396 Mortgage Loan 170 $ 2 '120 

Repayment (PIE) 
Slow Consumer Loans (per Division Regulation.49D)    180 $ -0"  

-0- 

-0- 

Delinquent Mortgage Loans (per Division Regulation .01 G)   190 $ 

Loans-ln-Foreclosure  200 $ 

(Do not double count delinquent accounts as foreclosure or vice-versa) 

Total Lines of Credit Unused  210 $ 4,250,000 
Earliest Bank Line Expiration Date (month/year)  220  i -qt, 
Mortgage Loan Commitments  230 $ 8,433,250 
Other Commitments (Futures, Forwards, etc.)   240 $ -0- 

Savings Accounts in excess of $100,000 per account  250 $ 2 /868/793 

(report only the excess over $100,000 for each account) 

Total Savings Accounts: 
1) With Other Assns. '260 $ 
2) From Other Assns. 270 $ 
3) With Banks 280 $ 
4) From Banks 290 $ 

4 r1 no r nnn 
2,n£iQ>QQQ_ 

-0- 
-0- 

Current Balances of: 
IRA and Keogh 

Accounts 300 $ 1.108,419 
All Savers Certificates 310 $ 1,017,048 

Dividends Paid on Capital Stock from: 
Retained Earnings  320 $ -0- 
Current Earnings    330 $ -0- 

Other Adjustments to Retained Earnings  340 $ -0- 

Savings Hypothecated for Net Worth or Expense Funds 
With MSSIC  350 $ -0- 
With Division  3g0 $ -0- 

jrrP csM) 

Prepared by 370 StRphpn f ^ppgr 
Date 380—1/10/83 Telephone 390 948-8800 
Approved by 400 Michael Shomper  
Title 410 Vice Presiuent   

^Vor Eternal Use Only ' ■ ' 
Association Number 420. IIIDQ 



ASSETS 

MORTGAGE LOANS: 

Residenlial-Qwner Occupied  430 5; 75.*^ K; 3 
Residential-Non Owner Occupied   440 $ ---g, ICO, 111 
Conslruction-Residential     450 S 1,94 2 ,000 
Constiuction-Cornmeicial   450 $ -0- 
Commercial 1 470 $ 1,342,562 
Land and Land Development  480 $ -0-  
Second Mortgage Loans (including wrap-arounds, etc.)   490 $ -0-  

Total Mortgage Loans  500 $ >225,422 

CONSUMER LOANS: 

25- OpenEnd   $   
Closed End-Unsecured  520 <; 233 751 
Closed End-Secured   530 $ 217,695 
Less: Consumer Loan Loss Reserve (Division Regulation .49E)   540 $ (1,530) 

Total Consumer Loans   $ 449,941 

OTHER LOANS: 

Loans on Savings Accounts  560 $ 617,621 
Other (i.e. Education, Mobile Homes, etc.)   570 $ -0-   

Total Other Loans    530 $ 617,621 

Total Loans   590 $ 103 ,292 ,984 

INVESTMENTS: 

% Market Value % Pledged 

Cash and Federal Funds  600 $ 13 ,729 ,904 
U.S. Govt. Securities  610 100% + o/o 620  -0- % 630 $ 300.000 
Bankers'Acceptances 640   % 650 $ -0- 
Certificates of Deposit 660  -0- % qjq ^ 4 ,130,586 
GNMA's  680   % 690 - -n- % 700 $ -0- 
Capital Note (MSSIC)   710 »• -0- 
Other Investments     720 -n- % 730  z£L: % 740 % 650,271 

Total Investments    750 $ 18.810.761 

OTHER ASSETS: 

MSSIC Capital Deposit  760 $ 1.415 .600 
MSSIC Central Reserve Fund   770 $ 549 .600 
MSSIC Special Deposit (as may be required)  780 $ -n-  
Real Estate Owned/Sold on Contract (exclusive of office bldg.)  790 $  125 ,189 
Fixed Assets (Net of Depreciation)   800 $ 282 ,335 
Deferred Expenses 810 $ 184,089 
Deferred Losses 815 $   
Other Assets: Income Producing  820 $ 
Other Assets: Non-Income Producing  ^ 1,222,375 
Other Assets: Goodwill  040 $ 3 ,660,906  

Total Other Assets    850 $ 7.440.094 

Total Assets    860 $ I29/543 »839 ' 



LIABILITIES 

SAVINGS ACCOUNTS; 

Passbook and Other Demand Accounts  870 $   
Regular NOW Accounts  880 S 1, OPS .,954. 
Variable Rate NOW/Savings Accounts  890 S /C56.j.2_15_ 
Money Market C/D"s (tied to T-Bill Rales)  900 $  ^,782,072 
Jumbo Certilicates (minimum denomination $100,000)   910 S  8,503 ,021 
Other Certilicates  920 S 11,420 r821 

Total Savings  930 $ 120,003,049 

Mortgagor's Escrow Accounts  940 $  500,542 

BORROWED MONEY: 

Reverse Repos  950 $ -0- 
Bank - Unsecured  960 $  -0- 
Bank - Secured  970 $ _ 
Other  980 $ _ 

0- 
-0- 

Total Borrowed Money  990 $ 

Loans in Process   1000 $  514 ,129 
Other Liabilities 1010 $  527 ,459 
Deferred Income   1020 $ 4 '553 '229 

Deferred Fees  1025 $   
Subordinated Debt  1030 $ 2.178,571 

Total Liabilities   1040 $ -^-7t820 ,006 

/ r' /1, y^b6'n 

Total Net Worth   1100 

NET WORTH: 

Retained Earnings - Appropriated (i.e. Restricted Reserve Accounts)  1050 $  462,083 
Retained Earnings - Unappropriated (i.e. Earned Surplus)   1060 $ (538,379) 
Capital Stock  1070 $  725,000 
Paid-in-Surplus (from sale of Capital Stock)  1080 $  275 ,000 
Current Net Earnings/(Loss) (from line 1330)  1090 $  296,538 

1,220,242 

iQUAL^ 

1830 

Total Liabilities and Net Worth  1110 $ 129,543 ,839 
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. YEAR TO DATE STATEMENT OF INCOME AND EXPENSES 

INCOME: 

Inleiest on Mortgage Loans      ^20 $   
Interest on Consumer Loans  -1130 5 ^ PG^lOB 
Interest on Oilier Loans   lUO ^ 42^809* 

Inteiest on Investments/Secuiities  1.508 174 
Loan/Commitment Fees . " ^ ^ ^ 1160 $ 1.155 
Other Operating Income   1170 $ 142.308 
Other Non-Operating Income  11qq ^ -0- 

Amortized Deferred Income    -|1B5 ^ 431,54 3 
Total Income     1190 $ B,167!717 

EXPENSES (COST OF MONEY): 

Interest Paid on Borrowings   1200 $ 68,505 
Interest on Mortgagors' Escrow Accounts  1210 $ 31,848 
Dividends Paid on Savings (through period ended )  1220 $ 5 .950.029 
Dividend Paid on Jumbo C/D's (minmnum denomination $100,000)  1230 $  28S-,233  

• Total Cost of Money  1240 $ 6,335.615 i 

EXPENSES (GENERAL AND ADMINISTRATIVE): 

Compensation and Benefits (Officers, Directors, employees)  1250 $  498,646 
Occupancy  -,200 5  205 ,803  
Advertising   ^70 $  322 ,802 

Other General and Administrative   IPRO $ 542.068 
Non-Operating Expenses    -ipqn <j; Sqc; 
Amortized Deferred Losses   1295 $  _0_  

Total General and Administrative Expenses   1300 $ ====l=££jyL»-214_____J 

Income Taxes Paid (Credit)   I3in 5 I;,650 
Booked Service Corporation: Net lncome/(Loss)   1320 $ 150,000 ~ 

CURRENT NET EARNINGS/(LOSS)   1330 $ 296,538 , 'j 

ADJUSTMENTS TO CURRENT NET EARNINGS 

Estimated Service Corporation: Net lncome/(Loss) (not included above)  1340 $  -0- 

(The following should be completed by all associations not on complete accrual accounting basis) 

CURRENT NET EARNINGS (from line 1330)  1350 $ 
Estimated Income (all sources) Earned and Not Reported Above  1360 $  -0- 
Estimated General and Administrative Expenses-Incurred and 

Not Reported Above       137Q $ -0- 
Estimated Interest Expense (all sources)-lncurred and Not 

Reported Above     13fin $ -0- 
Estimated Dividend Expenses-Incurred and Not Reported Above  1390 $ 
Estimated Income Taxes-Incurred and Not Reported Above   1400 $  -0- 

ADJUSTED CURRENT NET EARNINGS/(LOSS) 1410 $ -0- 

iS3i, 
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January 4, 1983 

Charles H. Brown, Jr., Director 
Division of Savings and Loan 

Associations 
The American Building 
7th Floor, 231 E. Baltimore Street 
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ll^- 

Re5 Community Savings and Loan, Inc. 

Dear Mr. Brown: 

Reference is made to the above captioned association. 
Community Savings and Loan, Inc. ("Community") proposes to 
acquire, as a service corporation. Equity Programs Investment 
orporation ( EPIC"). The activities engaged in by EPIC 

at the present time are many and varied but, in our judgment 
comply with the pre-approved activities list for savings and 
loan service corporations as set forth in the Code of Mary- 
land Regulations. 

We will shortly be filing with you the details of the 
acquisition. However, we would like to advise you that the 
principal owners of EPIC are, in fact, donating their interests 
in the company to Community in return for preferred stock of 
the association. Since the owners of EPIC are also the owners 
ot Crysopt, Inc., the company which indirectly owns Com- 

munity, there will be no change in ownership of the Associa- 
tion and no dilution of existing stockholder interest in the 
association. The use of preferred stock is necessitated by 
various tax and accounting considerations. 

We believe the acquisition will enable Community to be 
a more profitable association and will give it the means to 
support growth and serve its market area to an even greater 
extent than it does at the present time. 

11109 
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Charles H. Brown, Jr., Director 

January 4, 1983 
Page Two 

Due to the various business plans of both EPIC and 
Community, it is necessary that the acquisition, if possible 
be considered by the Board of Commissioners at its next regu 
larly scheduled meeting on January JL3, 1983. As indicated 
previously, the approval of the Board of Commissioners is 
necessitated by the service corporation regulations, in 
that Community would be engaging^ in new service corporation 
activities not yet approved for this association. 

We would be pleased to discuss the matter with you at 
your convenience. 

Thank you for your consideration of this matter. 

RLF/mmo 

cc: John D. Faulkner, President 
Community Savings and Loan, Inc. 

Thomas J. Billman, President 
Equity Programs Investment 

Corporation 

Very truly yours, 

Robert L. Freedman 
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January 18, 1983 

Mr. Charles Brown, Director 
Division of Savings and Loan Associations 
231 East Baltimore Street 
7th Floor 
Baltimore, Maryland 21202 

Dear Mr. Brown: 

This letter will serve as our notice to the Division of 
Savings and Loan Associations (the "Division") and the Board of 
Savings and Loan Commissioners (the "Board") of the intention 
of Community Savings & Loan Service Corporation ("Community 
Savings Corporation"), a wholly owned service corporation of 
Community Savings & Loan, Inc. ("CS&L"), to merge with Equity 
Programs Investment Corporation ("EPIC"), a Virginia 
corporation, by means of an exchange of shares of EPIC for 
shares of preferred stock of CS&L. This notice and request for 
approval is being provided to you pursuant to COMAR 
09.05.01.34. 

The following is a brief description of the pertinent 
factors; 

THE TRANSACTION 

EPIC will be transferred to CS&L by means of a merger of 
EPIC into Community Service Corporation. The surviving entity 
(i.e., the service corporation) will be a Maryland corporation 
with the name changed to Equity Programs Investment 
Corporation. Except as discussed below, the outstanding shares 
of EPIC common stock will be exchanged for shares of preferred 
stock of CS&L with the ratio based upon the book value of the 
EPIC stock as of 12/31/82. There are three minor EPIC 
stockholders who in the aggregate own less than 5% of the 
issued and outstanding stock of EPIC. The EPIC stock owned by 
those minor stockholders may be purchased for cash by Community 
Service Corporation or CS&L prior to the merger. We would 
emphasize that the controlling stockholders of EPIC will 
receive no cash in the merger but rather are utilizing the 
merger as a means of contributing EPIC to CS&L without adverse 
tax consequences. 

The end result of merger will be that EPIC will be 100% owned by CS&L as a service corporation and the existinq 
stockholders of EPIC will in turn hold equivalent shares of 
preferred stock of CS&L. 

1834 
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Mr. Charles Brown, Director 

January 18, iy83 Page 2 

v 

The terms of 
are as follows: 

Designation: 

Dividends: 

Redemption Price: 

Redemption: 

Exchange Ratio: 

the preferred shares of CS&L to be exchanged 

Series A, ' Par Value $0.10 per Share 

8.8% per annum payable from surplus/earnings 
and non-cumulative 

$250 per share 

15 years ( . . • . G' 

(J -1 (A f' ' ■1^-, 

NOTE: 

FINANCIAL PICTURE 

A.-'- 

5.46 shares of EPIC stock for each share of 
CS&L preferred stock (this figure is subject 
to adjustment upon finalization of the 1982 
audit of EPIC) 

Amended Articles of Incorporation and By 
Laws for CS&L are submitted in appendix "A" 
for approval which provide for preferred 
stock. 

Using financial operating results as of 12/31/82 an entitv 
composed of Community Savings and Loan and EPIC, in the form of 
combination proposed above, would have an asset base of 

???nOX1T^tely $200 million' which includes savings of about $ 20 million. Combined, GAAP basis, net worth would total to 

y "'iiiion and net worth for regulatory purposes u e in excess of $8.3 million. The combined entity would 
e generating net after-tax earnings of approximately $400,000 

p r month which would enable it to exceed standards for 
reguiatory compliance while maintaining reasonable growth 
objectives. 

Specific financial results and 
and EPIC are provided in the projections on Community 

attachments. 

OPERATIONS PICTURE 

Operations of a successful savings and loan todav require 
"hatching of assets and liabilities by at?r^JngT 

f ln "P1"31!" changing savings environment and prudently investing these funds to generate sufficient revenues 

supportrthpefCOSt:S Of the^e
1
funds and build hard net worth to support the financial viability of the association. 

In the past. Community has been innovative in creatina 
vehicles for attracting a flow of depositors' funds an5"as 

183;, 



Mr. Charles Brown, Director 

January 18, iy83 
Paqo 3 

anf P""3®"1 in ^eir its investment of those funds. Our future plans anticipate continuing these practices 
and complementing them as follows: 

th* n^?ithM liab^lity side' we expect to be able to increase the Daily Money Accounts through the use of the national 

thPr^htleS broker/d^aler network of the service corporation and thereby remove our dependency on the highly-competitive local 
advertising environment. This will provide us a more stable 
flow^of deposits at a lower cost. _ESI Securities. Inc. is a 
^holj^owned^subsid iar^ of^ic actTKg^s "a" "broken/dealer i^ 
connecTIoir^ the sale of EPIC sponsored limited partnership 
interests. ESI Securities is an NASD licensed broker/dealer. 

, 0? the afset Slde' we will be able to augment Community's local loan activity by providing it access through EPIC's 

ffn^n exposure to a controlled stream of safe, high yielding financmal instruments for its retention or sale to other 

to^o^n^h5* 0ne 0f the hardest things for a savings and loan to do m the present market is invest its funds profitably and 

pDTp y' ——Mortgage, Incis a wholly owned subsidi§£y of 
the mortg^ge^ankin^^are 'o f EPIC7 EPIC 

Mortgage is an Im/v^-approved mortgagee^lnd is~'an approved 
seller-servicer for both FHLMC and FNMA. 

oast ^IC
ri
wi11 .conti"^ to function as it has in the 

nrnf^ i 9 ^ Associatlon with significant earnings, 
Lvfnn! an^ ?rOWth- EPIC has been successful in times when savings and loans can normally operate profitably, but more 

that^avina^ able ^ earn significant profits in times 
profitahlp th loans normally experience difficulty in being 
oermif fhe* a stable growth in earnings and net worth will permit the Association to expand its abilities to serve and 
protect the interests of its depositors and borrowers. 

REGULATORY CONSIDERATIONS 

Each of the separate existing operations of EPIC involves 
an activity specifically permitted by the regulations for 

or^frHT90^10"3 ^ 3 Maryland savings and loan association or which may be engaged in upon written approval of the 
Division. ^ 

anting f?ll0rin9 15 3 list 0f the P^sent and presently anticipated activities to be engaged in by EPIC, as a service 
corporation of CS&L: 

isai; 



Mi". Charles Brown, Director 
January 18, 1983 P a 9 e 4 

Activity 
— COMAR Reference 

rpJp Mortgage, Inc., a subsidiary of 09 05 01 14rrn 

ourcL^l e
1
n9a9e in the origination, * 5.01.340(1) P rchase, sale and servicing of 

first mortgage loans, includinq 
warehousing and brokerage of such 
loans. 

Purchase and leaseback of buildprc;' ™ ^ 
model homes, including single family 09-05.01.340(7) 

etached homes, townhouses, PUD arid 
condominium units. 

ti0n singl® family homes 09 OS ni lAr/f) (detached, townhouses, PUD and 09.05.01.34C(7) 
condominium units) to be held for 
rental. 

^ich are 

require "^lations "t Shlch1"10"8 

^®r^ederaiaTietIne^COMARI:^^05°o?^^J^ 

i ' wh^cJ1 15 licensed as an NASD broker/dealer eluding whdesale distribution of EPIC limited 
partnership securities. -Limited 

t' " estat^ffwi?"*33 a 9eneral Partner in various real 

ind^^ f to^builders or^tor 

thereto"9 a"d a11 -"ivities attendant 

Serv ice ^orpora^ion^d^plc Ip^wuTe^te^"^" COm,"Un ' ^ 
agreement with the Board th^ if V, ter lnto a "ritten 

cerUftedmpub"cna0f "t C0rp0"ti°n ^the'oMs^n' o^byT 
09 05 0K34E?}) a^°"ntant, all as required by COMAR y 
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Mr. Charles Brown, Director 
January 18, 1983 5 

helitatedtoh?onta^qus^e 307 further information, please do not 

Very trul 

John D7" Paul 
President 

lS3b 



APPIZNDIX - Financial 

Ihe merger of EPIC into ConmunjLty Savings and Loan will irmediately 
bring ODnrnumty into regulatory oonpliance on a consolidated basis on all 
operating ratios. EPIC already provides a wide variety of service corpor- 
ation functions engaged in or sought after by some of the largest savings 
institutions in the nation. Instead of a start up operation, it has an 
eight year track record of sustained growth and earnings. Hie contanation 
will provide a greater degree of strength and stability in earnings which 
will be the basis for protecting the safety of depositors' funds. 

The ratio of regulatory net worth to savings on a consolidated basis 
as of 12/31/82 is 6.6%. The comparable ratios for 1983, 1984 and 1985 are 
projected to be 5.7%, 5.9% and 6.5% respectively. 

The ratio of earnings on average assets on a consolidated basis 
for 1982 and projected for 1983, 1984 and 1985 are 1.4%, 1.7%, 1.5% 
and 1.56%, respectively. 

The following Exhibits are included: 

Exhibit B-l - Conmunity Savings and Loan and EPIC and 
consolidated balance sheet as of 12/31/82, 
as of 12/31/83, as of 12/31/84 and as of 
12/31/85 

Exhibit B-2 - Audited Financial Statements and/or Annual 
Reports 1981-1975 

is:?:) 
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APPi^JDJX C - Op m a' ions 

for r-o<=s Javln9s ^ has actively supported the local demand 
iSt ^ ^ cormercial lending and provided an attractive invest- 
been iSnit-JTt for ^epositors- ^ ^th irany thrift institutions, it has 
tunities 9r \CaPfClty h35^ on its ^^h and earnings oppor- volatile, oonpetitive rrarket environnrant. OrS^ 

L ^ capital infusion can provide the base for growth in services 

fuJ^0 oonrnumty, a solid foundation to add safety for depositors funds and an opportunity to participate fully in filling the inSeasinq 
loan demand that will occur as the eoonomy improves. easing 

Ihis merger of EPIC into Cormunity provides not only siqnificant 

o? bUt 2130 0n90in^ Nations coveri^a iiS Sety of activities presently engaged in by the nation's larger, nore successful 
savings institutions. EPIC has a successful eight yeaT^a^ reSr^S 
profitable activities in mortgage banking, securities sales real estate 
acquisition, and property nenag^ent. ' te 

Courr^nitT^^lC1 illUStrateS ^ Present ^ Proposed activities of 

and proiS2io^ratSr;th^hii9htSK0f Pri0r yearS accorrplishunts projected operating statistics through 1985. 

Exhibit C-3 provides brief information on key EPIC personnel. 

f . Exhibit C 4 presents specific individuals who may be contacted 
for reference on epic's activities with banks, savings insUtSioS orivate 
nortgage oonpames, builders and securities and investment bS^ng fiSS 
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STATE CF N'ARYLAKD 

department of licensing and regulation 

division of savings and loan associations 
i3t east paltimcce stccct PALTiMocr-MAcvLAs: ;trc 

SEVENT" FLOOR 
301/659-6330 

Chap lts h. 
oiKr.cTcc 

JOHN J. CORBLEY 
SECRETARY 

February 28, 1983 

Community Savings and Loan 
19580 Club House Road 
P.O. Box 2185 
Ga 1 thersburg, Maryland 20879 

Attention Mr. Clayton C. McCuIstlon 
Chairman of the Board 

Mr. John D. Faulkner 
PresI den t 

Gent 1emen: 

This Is In reference to your letter dated January 18, 1983, which 
out Ined the Intention of Community Savings and Loan to acquire 
tquity Programs Investment Corporation (EPIC) via a merger with 
and nto Its wholly-owned subsidiary. Community Savings and Loan 
Service Corporation. It Is my understanding, based upon an opin- 
ion from your counsel, that each of the activities of EPIC com- 
Plles with the pre-approved activities for a service corporation 
ot a Maryland State-chartered savings and loan. 

After spending considerable time with this very complex trans- 
action, I hereby preliminarily approve the merger of Equity Pro- 
grams I nves tmen t Corporation with and Into Community Savings and 
Loan Service Corporation subject to the following conditions: 

1. The submission of EPIC's two most recent audit reports, 
covering the parent and each of the subsidiaries. 

2./ An opinion from your auditing firm concerning the account- 
ing and recognition of this Investment on the books of 
Community Savings and Loan. This opinion must place a 
value on Community's Investment In EPIC and discuss the 
method of "upstream Ing" Income to the parent. 

3. 

BALTIMORE METRO AREA 6S9-«33C 
OUTSIDE BALTIMORE METRO AREA 
TOLL-FREE 1-eOO-4S2-7$2t 

That any subsidiary of EPIC must comply with all appllca- 

u V1f
ens,n9 requirements of State or Federal law. Any subsidiary found to be In substantial violation of laws 

or regulations would have to be divested at no cost to the 
assoc I at Ion. 1^41 

IIID13 TTY FOR DEAF 
PALTO. AREA 3B3-7555 
r> f 



Page 2 
February 28, 1983 

• A letter from counsel concerning any conflict of interest 
as referenced in Section 9-30? and 9*323 of Maryland Fi- 
nancial Institutions Article between any EPIC subsidiary 
and any officer of the company. 

s.' Submission of the final amendments and restatement of the 
Articles of Incorporation for Community Savings and Loan. 

6.^ Submission of additional Information concerning the pro- 
posed Issue of preferred stock; Including Its preference 
as to dividends, claim on distribution of assets, etc. 

hij?0/3!'6 any <'uest,ons concerning this matter, please do not hesitate to contact myself or Bill LeCompte. 

Very truly yours, 

iarles H. Brown, Jr. Cha 
DI rector 

CHB:WSL:sdb 

1842 
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March 4, 1983 

BY MESSENGER 

^y'.^?ar^es Brown, Jr., Director 
Division of Savings & Loan Associations 
231 E. Baltimore Street 
Baltimore, Maryland 21202 

Dear Mr. Brown: 

This letter will respond to certain parts of your letter 
of February 28, 1983 to Community Savings & Loan, Inc. 
( Community"). Your letter relates to the proposed merger of 
Equity Programs Investment Corporation ("EPIC") into Community 
Savings & Loan Service Corporation ("CS&L Service 
Corporation"). 

First of all, in our original letter to you of January 18, 
]983, we pointed out that two of the activities of which EPIC 

J/ is involved will require your prior written approval with 
respect to the continuation of these activities as a service 
corporation. These activities were the provision of securities 
brokerage services through ESI Securities, Inc., an existing 
wholly owned subsidiary of EPIC, which is licensed as an NASD 
broker/dealer, and, secondly, EPIC's participation as a general 
partner in various real estate limited partnerships which own 
residential single family properties which are leased back to 
builders or leased to individual rental^ tenants and all the 
activities attendant thereto. I believe that these two 
activities do in fact require your written approval. However, 
these activities are not activities which are prohibited by the 
existing regulations. 

With respect to item No. 3 of your letter of February 28, 
we fully understand that each of the existing and future 
subsidiaries of EPIC, once it becomes a service corporation of 
Community, must comply with applicable licensing requirements 
both under federal and state law, and, we further understand 
that if any subsidiary is found to be in substantial violation 
of the laws and regulations, that subsidiary will have to be 
brought into compliance or divested at no cost to Community. 

„ „ IITD14 
1S4:) 

5201 Leesburs Pike □ Suite 1600 □ Falls Church, Virginia 22041 □703/931-7600 



Mr. Charles H. Brown, Jr., Director- 
Division of Savings & Loan Associations 
March 4, 1983 
Page Two 

I am enclosing herewith a true copy of the Amended and 
Restated Articles of Incorporation for Community which haven 
been presented to and approved by the shareholders of Community 
at a special meeting of shareholders held on this date. 

With respect to item No. 6, the information regarding the 
preference of the preferred stock as to dividends, claims on 
distribution of assets, etc., is basically set forth in the 
Amended and Restated Articles of Incorporation (Article VI). 
However, I am enclosing as an exhi-bit to this letter an 
information sheet which extracts from the articles of 
incorporation the relevant language and also sets forth certain 
information regarding the particular shares of Series A 
preferred stock which will be issued to accomplish the merger. 

With respect to item No. 4, as you are aware, and as with 
any closely held corporation, there have in the past been 
transactions between EPIC and its stockholders, directors and 
officers which, had EPIC been a service corporation of 
Community, would have required your approval and otherwise 
required compliance with Sections 9-307 and 9-323 of the 
Maryland Financial Institutions Article. These transactions 
have been basically immaterial when reviewed in relation to the 
overall size arid operations of EPIC. However, I have reviewed 
these items with Messrs. Billman and McCuistion and other 
officers and directors of EPIC, and have explained that once 
the merger is effective and EPIC becomes a service corporation 
of Community, any proposed future transactions of this nature 
will require full compliance with the above referenced sections 
of the Maryland Code and any applicable rules and regulations 
promulgated by the Division and/or MSSIC. 

Clay McCuistion, Chairman of the Board of Community, will 
respond to you directly concerning the other items raised in 
your letter of February 28. 

I would also ask that you provide me with the necessary 
letter of approval from the Division of Savings & Loan 
Associations so that I may be in a position to file the Amended 
and Restated Articles of Incorporation of Community with the 
State Department of Assessments and Taxation. I would hope 
that I could have one of the lawyers in my office come to you 
to pick up that letter and, thereafter, go to the Department of 
Assessments and Taxation to file the Amended and Restated 
Articles. 

If you should have any questions concerning any of the 
discussion above, please do not hesitate to give me a call. 

13-14 



Mr. Charles H. Brown, Jr., Director 
Division of Savings & Loan Associations 
March 4, 1 983 
Page Three 

Thank you for your consideration. 

Enclosures 

cc: John D. Faulkner, Jr. 
Robert Freedman, Esquire 
Clayton C. McCuistion 
Maurice J. Whalen 
Jay FitzGerald, Esquire 
Edward F. Schiff, Esquire 

General Counsel 

1 R.1 S ~L O i t ) 



PREFERRED STOCK DESCRIPTION 

0:0 w-6 1 7 
3-3-83 

Designation: 

Dividends: 

Redemption: 

Redemption Price: 

Conversion Privilege: 

Series "A," Par Value $1.00 per 
Share 

8.8% per annum, non-cumulative, 
payable only from surplus and 
earnings (See Section 2(b) below) 

This issue of preferred stock will 
carry a condition that there shall 
be no obligation to redeem the same 
before the expiration of 15 years 

$250 per share (See discussion below) 

None 

Voting Rights: None 

Pre-emptive rights 
with respect to other 
shares of preferred 
or common stock of 
Community Savings: 

Compliance with 
MSSIC and Division 
Regulations 

None 

No dividend may be paid or redemption 
made if as a result Community would be 
in violation of Division or MSSIC 
regulations or Maryland law (See 
marked sections) 

Section 1. The aggregate number of shares of stock which the 
corporation shall have authority to issue is 11,000,000. 

(a) One million (1,000,000) shares of common, 
voting capital stock, par value $1.00 per share (hereinafter 
referred to as the "Common Stock"). 

"T^ to. 
(b) One million (1,000,000) shares of preferred 

capital stock, par value $0.10 per share (hereinafter referred to 
as the "Preferred Stock"). 

Section 2. The relative rights, preferences and limitations of 
the shares of Common Stock and Preferred Stock shall be as follows: 

(a) Issues in Series. Authority is expressly 
granted to the Board ot Directors at any time and from time to 
time to issue shares of Preferred Stock in one or more series and 
for such consideration, not less than the par value thereof, as 
may be fixed from time to time by the Board of Directors and to 
fix, subject to provisions hereinafter set forth, before the 
issuance of any shares of Preferred Stock of a particular series, 
the designation of such series, the number of shares to comprise 
such series, the dividend rate per annum payable on the shares of 
such series, the redemption price or prices of the shares in such 
series, and any other rights, preferences, and limitations 
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peitaininy to such series. Al ] share.s of any ono series of siiares 
of Preferred Stock shal] he identical. I-xcept as herei nabove 
provided, the shares of Preferred Stock of all series shall be 
ident ical, 

(b) Dividends. The holders of the shares of 
Preferred Stock of any series shall be entitled to receive, as and 
when declared by the Board of Directors, out of funds legally 
available for the purpose, non-cumulative preferential dividends 
at the rate per annum fixed by the Board of Directors for such 
series, and no more. Such dividends shall be payable in cash 
quarterly on the first days of March, June, September, and 
December of each year. If shares of Preferred Stock of more than 
one series are outstanding, and the stated dividends are not paid 
in full, the shares of all series shall share ratably in the 
payment of dividends in accordance with the sum which would be 
payable on such shares if all dividends were declared and paid in 
full. So long as any shares of Preferred Stock shall remain 
outstanding, no dividend shall be declared or paid or any 
^^ion made on the shares of Common Stock or on any other 
class of shares junior to the shares of Preferred Stock, and no 
shares of Common Stock or of any other class junior to the shares 
of Preferred Stock shall be purchased or retired, and no moneys 
shall be made available for a sinking fund for such purpose unless 
dividends for all past dividend periods and the then current 
quarterly dividend shall have been paid or declared (and funds for 
the payment thereof set apart) on all outstanding shares of 
Preferred Stock of all series. Payment of dividends on Preferred 
Stock shall in all events be subordinated to the payment of 
dividends on savings accounts. Subject to the above provisions, 
and not otherwise, dividends may be paid from time to time on the 
shares of Common Stock or other junior issues out of funds legally 
available for the purpose as and when declared by the Board of 
Directors. Notwithstanding any other provision hereof to the 
contrary, no dividend shall be paid if as a result of such payment 
the corporation would be in violation of the applicable provisions 
of Maryland law or regulatory requirements of the Maryland 
Savings-Share Insurance Corporation (MSSIC) or the Maryland 
Division of Savings and Loan Associations. 

(c) Redemption. The corporation may at any time and 
from time to time aT the opt ion of the Board of Directors redeem 

orf provided it is not in default in the payment of any 
dividends on the shares of Preferred Stock then outstanding any 
part of the shares of Preferred Stock or any part of one or more 
series thereof by giving the notice hereinafter provided and by 
paying for each share in cash the price determined by the Board of 
Directors at or prior to the time of issuance of such shares plus 
an amount equal to the unpaid dividends, if any. Notice of such 
redemption shall be given not less than 30 days nor more than 60 
days prior to the date fixed for redemption by mail to the holders 
of record of the shares of Preferred Stock to be redeemed at their 
respective addresses as the same then appear on the records of the 
corporation and in such manner as may be prescribed by resolution 
of the Board of Directors. The Corporation shall at any time 
prior to the redemption date deposit in trust for the account of 
the holders of the shares of Preferred Stock called for redemption 
with a bank or trust company in good standing, to be designated in 
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the notice ol redemption, doing business in tiie State of Maryland 

'av:l?'3ef ^ita1' undivided profits, and surplus a^rogaUnV at least 55,000,000, the moneys necessary tor such redemption.' Tf 
sue notice of redemption shall have been dulv given and such 

te.SOS1L0f ti
1
1f rn0neys necessary for the redemption shall have been 

^ i rights with respect to such shares of Preferred Stock called for redemption shall forthwith, on such redemption 

shar<UC^?iah terminate whether or not the certificates for such 
f-hf k? 3 surrendered for cancellation, except only the right of holders of certificates for such shares of Preferred 
Stock to receive, out of moneys so deposited in trust, the amount 
payable upon the redemption thereof, without interest. Any moneys 
remaining on deposit with such bank or trust company at the 
expiration of six years after the redemption date shall be 
returned to the corporation, and,, thereafter, holders of 
certificates for such shares shall, look only to the Corporation 
for the redemption price thereof. if at any time only a part of 
the outstanding shares of Preferred Stock of any series is to be 

t^e ^ber 0f ShareS t0 be "deemed shall be determined y he Board of Directors, and the shares to be redeemed shall be 
etermined by lot or pro rata or by such other method as may then 

be required by law or by the rules or regulations of any stock 
exchange upon which the shares of Preferred Stock may at the time 
be listed, as may be authorized by the Board of Directors. The 
Board of Directors, subject to the foregoing, shall, in each 
instance, prescribe the manner in which the shares shall be 
redeemed. Notwithstanding any other provision hereof to the 
contrary no shares of Preferred Stock shall be redeemed if as a 

KhIU" ? such redemption the corporation would be in violation of the net worth applicable requirements of the Maryland Savings-"" 
Share Insurance Corporation (MSSIC) or the Maryland Division of - 
Savings and Loan Associations. 

. Assets- In the event of any liquidation, 
i ■* j u 1?n',0r wlnding up of the affairs of the corporation the 

?n fnff shares of Preferred Stock shall be entitled to be paid in full such amount as shall be determined at or before the time 
ot issuance of such shares by the Board of Directors of the 
corporation if such liquidation, dissolution, or winding up be 
involuntary, or, if such liquidation, dissolution, or winding up 
be voluntary, of an amount equal to the then current redemption 

KiC!0r Prices for such shares, plus, in either case, an additional amount equal to any unpaid dividends and dividends to 
the time of payment. If the amounts payable on liquidation are 
not paid m full, the shares of all series of the shares of 
referred Stock shall share ratably in any distribution of assets 

k by. of dividends in accordance with the sums which would be payable on such distribution if all sums payable were 

c:r^i!ah9ed tn ful1: After the holders of all shares of Preferred Stock have been paid in full, or moneys have been set apart for 

holders of shares of Preferred Stock shall not 
be entitled to participate further in the distribution of the 
assets of the corporation, and the remaining assets and funds of 

" ava-aable for distribution shall belong to and be distributed among the holders of the Common Stock. Nothing herein 
contained shall be construed to prohibit the retirement of 

1S4 ^ 
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Preferred Stock by purchase or redemption, and neither the 
purchase or redemption of the Preferred Stock, nor a merger, 
consolidation, reorganization of the corporation, nor a sale or 
transfer of the property or business of the corporation as an 
e^tirety, shall be considered a liquidation, dissolution, or 
winding up of the corporation within the meaning herein 
contemplated. 

(e) Voting. Except as otherwise expressly provided 
by law and except as hereinafter provided, the holders of the 
Preferred Stock shall have no voting rights and shall not be 
entitled to notice of meetings of shareholders, and the exclusive 
voting powers shall be vested in the holders of the Common Stock. 

(f) Shareholders' Consent. So long as any shares of 
the Preferred Stock of any series .are outstanding, the corporation 
shall not, without the consent of the holders of at least 
two-thirds of the total number of shares of the Preferred Stock of 
all series then outstanding, voting as a class (a) create or 
authorize any shares (other than a series of Preferred Stock) 
ranking prior to or on a parity with the Preferred Stock or create 
or authorize any obligation or security convertible into shares; 
(b) amend, alter, or repeal any of the express terms of the 
Preferred Stock in a manner prejudicial to the holders thereof; 
(c) issue any additional shares of any series of the Preferred 
Stock, unless the stated capital of the corporation represented by 
its Common Stock and surplus shall in the aggregate be at least 
equal to the liquidating value of the Preferred Stock to be 
outstanding immediately after the proposed issue of such 
additional Preferred Stock. 

(9) Dividend Restrictions. So long as any shares of 
Preferred Stock of any series are outstanding, the corporation 
shall not pay any dividends on or make any other distribution to 
the holders of Common Stock if, after giving effect to such 
payment or distribution, the stated capital of the corporation 

^®P^®s®nted by its Common Stock and surplus shall in the aggregate 
be less than the liquidating value of its then outstanding shares 
of Preferred Stock. 

(h) No Preemptive Right. No holders of shares of 
any series of Preferred Stock, as such, shall be entitled as a 
natter of right to subscribe for or purchase any part of any new 
or additional issue of shares, or securities convertible into 
shares of any kind whatsoever, whether now or hereafter 
authorized, and whether issued for cash, property, services, by 
way of dividends, or otherwise. 

(i) Unissued Shares. The corporation may, at any 
time and from time to time, issue and dispose of any of the 
authorized and unissued shares of the stated capital of the 
corporation for such consideration as may be fixed by the Board of 
Directors, subject to any provisions of law then applicable, and 
subject to the provisions of any resolutions of the shareholders 
of the corporation relating thereto. 

IS 4 Si 
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March 8, 1983 

Charles H. Brown, Jr., Director 
Maryland Department of Licensing and Regulation 
Division of Savings & Loan Associations 
231 East Baltimore Street, 7th Floor 
Baltimore, Maryland 21202 

Attention: William LeCompte 

Re: Community Savings & Loan, Inc. 
f'tVfi 

Dear Mr. LeCompte: 

In our attempt to receive approval of the Amended and Restated 
Articles of Incorporation for Community Savings & Loan, Inc., we 
understand from discussion with you that, while the Director of the 
Maryland Department of Licensing and Regulation, Division of Savings 
& Loan Associations has approved such a request, the Chairman of the 
Board of Building, Savings & Loan Association Commissioners must sign 
such approval. We have been advised by you that the Chairman will 
sign such approval on Thursday, March 10, 1983. 

If there is any obstacle to obtaining such approval on Thursday, 
March 10, 1983, or if your understanding of our requests is other 
than as set forth herein, please advise us so that we may address 
any contingency which would prohibit approval on Thursday, March 10. 
Our intent is to file the Amended and Restated Articles as soon as 
is practicable, and we would appreciate any recommendations which 
you could give to us to assure us that filing could occur on March 11, 

If you have any questions 
to contact me. 

GWS:eg 
cc: Tom J, Billman 

James B. Deerin, Jr. 
Charles W. Tiedemann 

5201 Leesburs Pike □ Suite 1600 □ Falls Church, Virginia 22041 ijjo3/931-7600 

Gary W 
Assist ral Counsel 

concerning the lease feel free 
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DEFARTMEMT OF LICENSING atjd REGULATION 

division of savings and loan associations 
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ARTICLES OF AMENDMENT 

and 

RESTATEMENT OF THE ARTICLES OF INCORPORATION 

of 

COMMUNITY SAVINGS & LOAN, INC. 

Approved by the Board of Savings and Loan Association 

Commissioners in accordance with §9-211 of the Financial 

Institutions Article of the Annotated Code of Maryland 

(1980 Volume and 1981 Cumulative Supplement). 

Witness the Seal of the Board and the hand of its 

Chairman this 10th day of March, 1983. 

/ v. / 

- \~~)t \. i i i ijt j , \ 

V. Thomas Gisriel, Cha irman 
Board of Savings and Loan 

Association Commissioners 

ISf)] 
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March 10, 1983 

L 

Mr. William LeCcnpbe 
Division of Savings and Loan Associations • 
231 East Baltimore Street . 
7th Floor 
Baltimore, Maryland 21202 

Dear Mr. LeOonpte: 

Per your request we are including a listing of transactions involving 
Itxn Billman and myself. We believe that the leasing transactions referred 
to below wuld be allowed under the regulations without specific approval due 
to their arms-length pricing and terms. Ihe transactions in the partnerships 
vrould be allowed after notice to the Director, whereas the personal loans would 
be allowed only upon notice and specific approval by the Director. Both Billman 
and myself, as signatories hereto, have made a determination and make this as 
our undertaking to perform no acts in the future (after date of merger) that 
would not ccnply totally with the rules of the Division relating to such insider 
transactions. Hiis undertaking includes ending our involvement in these partner- 
ships as soon as is reasonably feasible through the sale of the oroperties in 
the partnerships. 

Ihe real estate related activites which are listed below have progressed 
to these levels over several years. The activities of the partnerships are the 
same as those of regular EPIC partnerships. However, they include other key 
EPIC enployees pursuant to existing enployment agreenents. All advances and 
receivable amounts in these insider partnerships are recoverable from eauity in 
the partnerships or from the assets of the individuals. 

Purchase Price of Properties* 

Percentage of lOtal 

Pro Rata Portion 
Syndicated to 

TJB/CO-1  

$17,763,332 

3.47% 

All 
Partnerships 

$511,363,995 

100% 

1 

EPIC Advances to Partnerships 
(Downpayment & Operations) 

Percentage of Ibtal Advances 

1852 884,644 

IIID17 3.39% 

26,057,899 

100% 

*In several partnersi lips, none financed by Conmunity S & L 

5201 Lcesburg Pike □ Suite 1600 □ Falls Church, Virsinia 22041 □703/931-7600 



William LeConipte 
Page 2 
March 10, 1933 

Notes Receivable: 

Investment in EPIC Partnerships 

Percentage of All Investors Notes 
Receivable 

Personal loans to EPIC Officers: 

TJB/CCM 
Others 

Pro Rata Portion 
Syndicated to 

'TJB/CCM 
All 

Partnerships 

$ 680,412 $ 44,719,453 

1.52% 100% 

$ 465,338 
33,097 

Just to get it on the record, there are also existing rental and lease 
contracts with EPIC and' Conrnunity Savings and Loan and entities controlled by 

( Mr. Billman and myself (Panda Corporation, Ttopaz Corporation, Prune Leasing, Ltd.) 
The total activity at present involves $775,952 of office equipment, furniture, 
vehicles and computers, but all rates and terms were set at conparable fair market 
values at the time these items were put in service. This type of activity will 
continue and rates on new leases will be set based on carpetitive market conditions 
at the tune. 

We realize that bringing EPIC, as a subsidiary of Conrnunity Savings and 
loan, mto a regulated environment will require changes in the level of our personal 
involvement, such as is enumerated in this letter. We would errphasize that 
mmediately upon the merger occurring, we will curtail our future involveirent in 
such partnerships and begin to wind dcwn these activities. In addition, we will 
inroediately curtail our personal loans in the amount of $401,330. These were made 
pursuant to longstanding employment agreements; howaver, we feel it best that to 
the extent we feel it necessary to maintain these loans that we apply to the 
Division for such approval under the appropriate operating guidelines of the 
Division. 

Very truly yours, 

/ 

TJB/OCM:kcr 

EQUITY PROGRAMS INVESTMENT CORPORATION 

Clayton C. McCuistion, Vice Chairman 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

REGULAR MEETING OF DIRECTORS 

WEDNESDAY. FEBRUARY 23, 1983 

The regular monthly meeting of the Board of Directors of Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation. 

901 North Howard Street. Baltimore, Maryland on February 23. 1983.. 

The following Directors were present: 

Michel i W John 0- Fwlkner. Jr. 
SISSS f n?i? J Jawes 0* Laudeffla". Jr. 
inhn^r Jud1th H- Wiles John C. Donohue. Sr. jerry u Heife^ 

Absent -and Excused: Frances F. Anderson 

Guests: Ourles C. Hogg. II, Executive Vice President; Ralph K. Holmes. Senior 

Vice President; Martin W. Becker, Financial Analyst; Patrick M. 

McCracken. Administrative Coordinator; Terry F. Hall, Venable, Baetjer 

and Howard; John J. Pretko and Harry F. White, Jr., Union Trust 

Company of Maryland. 

Mr. Faulkner called the meeting to order at 10:01 A.M. and noted that 

a quorum was present. Mr. McCracken acted as Recorder for Mr. Hogg as Secretary. 

Mr. White reviewed the Investment Report and spoke about the national 

money supply. Mr. Pretko made several cownents concerning the effects of 

foreign loans made by major banks In the United States. 

Mr. Dletz motioned to waive the reading of the minutes of the January 

26, 1983 Regular Meeting of Directors and Mr. Laudeman seconded the motion. 

Upon a vote the motion was passed unanimously. iiidis 

During a review of the Treasurer^ Report for the"period ending 

January 31. 1983 Mr. Hogg Indicated that at a future meeting a discussion will 
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be held regarding how big (In flnancla! tenns) HSSIC should grow. A motion 

to accept the aforementioned Treasurer's Report was made by Mr. Carroll, 

seconded by Ms. Miles and passed. Mr. Nelfeld voted against the motion. 

Mr. Elsnlc reviewed the minutes of the February 9. 1983 Membership 

Committee Meeting and reported that at that meeting the cormlttee voted In 

favor of a motion to make the following reco^nendatlons to the Board: 

• 1. Restrict the Issuance of any new mortgage comnltments by 

the staff of First Maryland Savings and Loan, Inc. until 

otherwise notified by the MSSIC Board of Directors. 

2. Evaluate pursuant to the MSSIC By-laws and Rules and Regu- 

lations the procedures concerning the possible removal of 

senior management of First Maryland Savings and Loan. 

Action on this reconmendation was deferred until later In the 

meeting. 

*1 the conclusion of the review of the February 9. 1983 Membership 

Committee Meeting Minutes. Mr. Oletz made a notion to accept these minutes. 

Hr. laudeman seconded the motion and the vote In favor was unanimous. 

Under Old Business. Mr. Oollvka asked for any developments regard- 

Ins «n opinion or thoughts on advertising from MSSIC's legal counsel. 

Hr. Hogg stated that Mr. Hall has prepared an unsigned opinion 

which would receive further study, and be addressed at next month's Board 

meeting. 

Under New Business. Mr. Hogg reported that Coiimunlty Savings and 

Loan. Inc. has requested the Division of Savings and Loan Associations- 

approval of their restructuring plan. He Indicated that the result would 

"Bke EPIC (the current sister company of Corounlty) a service corporation 

of coomunlty. He further explained that this restructuring would see the 
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approximate S5.< mUHon EPIC not worth fceco™, . part of Co^nHy, n€t mnh 

on a consolidated basis, and serve to further enhance Conmmlty's deposit 

gathering and mortgage making abilities. Hr. Hoqg satd that this infonnatlon 

was a matter of notification to the MSSIC Board of Directors and does not need 

our Board s approval, but comes under the approval power of the Division of 

Savings and Loan Associations. 

Tlie following associations requested a waiver of the penalty for the 

late filing of the Periodic Performance Report: 

Bay State Savings and Loan Association 
Chevy Chase Savings and Loan. Inc. 

5 l2?ns.^^^ance Building Association 
Kent Savings and Loan Association 
Mldstate Savings and Loan Association 
ftonumental Savings and Loan Association 
Northfield Savings and Loan Association 
Putty Hill Permanent Building Association 
Sykesville Building Association 
Universal Savings and Loan Association 
Hellham Building and Loan Association 
Western Permanent Savings arid Loan Association 

With the Indication that the above listed associations were eligible 

for a waiver. Mr. Elsnic made the motion that said waiver be granted to said 

associations. Ms. Miles seconded this motion and the vote was unanimously 

favorable. 

Mr. Hogg stated that Monimental Savings and Loan Association has 

requested the release of their hypothecation held by the Corporation. He 

Indicated that this association has fulfilled the Urn, of the Hypothecation 

Agreement and is therefore eligible for this release. Mr. Diet* made a motion 

that the hypothecation pledged by Monumental Savings and Loan and held by the 

Corporation be released. Mr. Carroll seconded the motion and upon a vote the 

motion passed. 

Mr. Hogg began the Report of the Executive Vice President by indicat- 

ing that he has written a letter to every association whose net worth without 
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deferred Income 1$ at or below 31 as of December 31. 1982. He stated the 

'•tter set forth the „eed for a aeetln, between himself and the ^nage^nt 

of the Individual member assoclat.ons for the pUrpoSe of discussing that 

«soc,atlo„-s Plans and projections for the future. Mr. Hogg s„1d these 

-eetlngs would t.ke p,.c, within the next two to three weeks. He also said 

«-» he Included Custom Savings Association. Fairfax Savings Association and 

Eastern Savings Association among the associations on his meeting list due 

to their high visibility via advertising. 

Hr. Hogg asked the Board for any jnpUt regarding the format, timing, 

etc. of the Annual Meeting (April 28. 1983). The outcome was the following:' 

1. Meeting to begin at 6:30 P.M. with notice of a specified 

earlier registration time. 

2. Cocktails at approximately 7:00 P.M. 

3. Dinner at approximately 7:30-7:45 P.M. with a guest speaker 

rom either Ohio Deposit Guarantee Fund or North Carolina 

Savings Guaranty Corporation. 

Following a discussion of Mr. Neifeld's request for a written rather 

fan voice vote for the election of those Director, nominated for new teTO 

at the Annual Meeting, the Board considered the position of the nOTi„a- 

tlng coomittee. Mr. „a„ indicated that ^ers of the nominating co-ittee 

did not need to be Board members. 

This matter was concluded by Mr. Elsnic's motion that Mr. Faulkner 

9 ven authority to appoint the nominating committee. Mr. Bass seconded 

the motion and It was passed unanimously. 

After a review of proposed changes to Section 3-211(A)(3)(f) - 

Hypothecations, of the Rules and Regulations. Ms. Miles made a motion to 

amend this section to read as follows: 
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"Savings Accounts pledged or hypothecated for or on behalf of 

a .ember association to the Corporation or the Corporation and 

the Division of Savings and Loan Associations, jointly. My sucll 

Pledge or hypothecation shall be evidenced by an Hypothecation 

Agreement In such fom, and vlth such signatories, as shall be 

satisfactory to the Corporation." 

Mr. Nelfeld seconded the rwtlon and It passed unanimously. 

«r. Hogg stated that he was planning a series of small luncheon meet 

ings through which he would ultimately meet with most of the Corporation's 

members. Hr. F4ull(ner asked Hr. Hogg t0 (nclude 1nd)vldua,s ^ 

the members of the Board as attendees at one or mor* of these very worthwhile 

luncheon meetings. 

Mr. Hogg told the Board that Galnes lansey of Ideal Savings and Loan 

Association as t0 the r^uir^nts necess.^ for his association to 

accept the deposit of Government Funds. Mr. Hogg Indicated that following 

lengthy research on the subject Hr. Hall responded to Mr. lansey and has Indi- 

cated he will meet with him if Mr. Lansey desires. 

Mr. Hogg Indicated that he has a meeting scheduled with Julian Seldel 

Of First Maryland Savings and Loan on Monday. February 29. 1983 at 9:00 A.M.. 

at which time he will give Mr. Seldel the terns of an Insurance agreement by 

-d between MSSK and First Maryland. Addling the earlier rec^ndatlon 

to the Board by the Membership Committee regarding the evaluation and possible 

removal of senior management of First Maryland. Mr. „09g asked that ^ Board 

-Old action until after his above indicated meeting. The loan/co-it^nt 

question will be addressed In the agreement. 
"I O ^ j | | 

During a brief report on the recent Board of Co-lssioners. Mr. Hogg 

stated that Messrs. Laudeman and Holmes have been appointed to a co-lttee for 

the review Of corrrwrrlAl   * _ «*../ _ 



•' Mr. Hogg gave « brief report on recent meetings with representatives 

of the Federal Home Loan Bank Board and NASSI regarding the Garn-St, Genrcln 

Net Worth Subsidy Act. He Indicated that HSSIC would be Quired to 1nde™ify 

«ny certificates Issued by the Fed to a HSSIC men-ber. and th.t further we 

-ould be require to collaterally our 1„de™,If,cation. He concluded that 

this avenue of Fed assistance to HSSIC member, does not appear to be easily 

attainable. 

Hr. Becker then entered ttie meeting and presented the net worth 

comparison update and an outline on appraised equity capital. Hr. Hogg 

Stated that the Accounting Task Force was nearlng final neco^endatlons 

•"egandlng this and many other Issues relevant to net worth. 

A discussion was held and Hr. Elsnic made a motion to follow staff's 

recommendation to exercise the Corporation's option to renew our lease 

arrangements for five years with Baltimore Life Insurance Company for the 

space which currently consists of the offices of the Corporation. Hr. OoHvka 

seconded the motion and the vote was unanimous In favor of the motion. 

Hr. Hogg stated the recent meeting with HSSIC's line banks regarding 

«* renewal of the Corporation's Hne of credit went we,,. „e a,so said that 

alternatives to those arrangements are being studied. 

Mr. Hogg concluded the Report of the Executive Vice President with 

the following Information: 

1. The 1982 Annual Report will contain photographs from the 

Corporation's recent television advertisement. 

2- Richard A. Kohr, Jr.. has recently passed the CPA test. 

3. Martin W. Becker has recently passed two of the four parts 

of the CPA test. 

«• Vickie L. Paytas has submitted her resignation from the staff 1861 

Of the Corporation effective March 25, 1983. 



e. Sharon D. Maleskl has been hired and will start work with the 

Corporation on February 28. 1983 as Data Processing Coordinator 

Ther* being no further business. Hr. Faulkner asked for a TOt.o„ to 

adjourn. Mr. Bass made the motion and the meeting adjourned at 12:20 p.H. 

I. 

Secretary oi the Meeting 
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STATE OF MAR y l a r;D 7^ 6^ 

September 7, 1984 

Charles H. ERI 
Ol=£ C T C 

department of licensing and REGULATION 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
:3-. east eult.more street Baltimore, mabylano 2i;o: 

SEVEN! *• F LOOK 
301 '6i9-fc33C 

y 

Board of Directors 
Community Savings an4 Loan, Inc. 
(A Stock Corporation) 
6500.Rock Spring Drive T 

Bethesda, Maryland 20817 

Gentlemen: 

examina^oTo?1"9 f0r y0U- r"ieW a"<' c0™"!nt a C0PV of the report of 
DivUioJ of Sr.rr a"0flatl?n "V examiners representing the Maryland Division of Savings and Loan Associations. This report represents an 
examination of the association's books and records as of 0c o er 31 

conl,^? nCe xith ?ary,and Statutes and regulations and does not constitute an audit of these records. 

We request that you carefully review the entire report and specificallv 
direct your attention to the following items of supervisory concern: 

'' that the date of th« 'U""" examination, 
fortLn0ta ,n9

ll
,2 eXueSS 0f $87,000,000.00 were purchased from "EPIC ■ 

assets duf» fr* y association, representing over ten percent of 
nor^L any r Person' Partnership, company, firm or cor- 
or ^ti0n,0f theSe' that Is beneficially owned or controlled, either directly or indirectly. 

!at;onar?nimdVlSed that transaction violates the provision of Regu- lation .30A(1), concentration of loans. 

illstUutrL0LDbr?Ct0.rh 15 reqVir?d to advise this office of the procedures 
regulation. association into compliance with the above referenced 

2. Comment two reflects financing of loans through the EPIC Mortgage, Inc. 
in excess of the permissible percent stated in Regulation .30C(13)(b). 

Please advise this office of the corrective action taken. 

3' Re^TtLn'Vtnnh)5',Vcf]e<;t the associat5°n Is in violation of 
Ar?irlp K-'h Section i.19.1 of the Financial Institutions Article which provide that over 50% of assets should be upon the 

IIID20 
BALTIMORE METRO ARE* 659-6330 
CJT$IDEEALTi»OREMETROAREA 1 Q £7 ' i TTYFOROEAF 
TCLL'TRFE 1 -8C&-4S2-7 521 B^LTQ. AREA 363- 

O.c. METRO 4 



Board of Directors 
Community Savings and Loan, Inc. 
Page Two 
September 7, 198^ 

« 

security of improved residential property-homeowner and give priority 
to first mortgage loans for owner-occupied residences in the State. 

4. Comment ten reflects that the association's investment in its service 
corporation is well above the provision cited in Regulation .346(2). 

5. Comment HE reflects that the provision of Regulation .43A(2) and (3) 
are not being co^npl ied with (disclosure of officers' or directors' 
1nteres ts). 

ai?0.r?vie" the other exceptions discussed with management and assure this Division that corrective action has been taken. 

MI'h ■\tf?ti0n
1.
,S 'firected «0 Examiner's Informational Coments A 

the • 6 •WC '"CSt recent lamination dates and also highlight association s operating results for the period ended March 31, 1983. 

'^thr^'rr" iS T1'"'6'1 to ho'd a to comments 
wririnn if Jh :«?ort 0[ examination and to advise this division in writing of the specific action taken with respect to these matters. 

We would a]so request that two copies of this response be forwarded to the 
d vision within forty-five days and that one copy of the response be 
forwarded to the Maryland Savings-Share Insurance Corporation. 

Very truly yours, 

QJLoJL, (t 
Charles H. Brown 
Di rector 

CHB:JJB:1ib 

Enc1osures 

cc: Maryland Savings-Share Insurance Corp. 
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COnrtUNITY SAVINGS AND LOAN ASSOCIATION 

 Exciniiners' Comments 

Conmien [ I : 
. • 

Conimuni ty Savings and Loan purchases mortgage loan packages from "EPIC 
mortgage. Inc.. a wholly owned subsidiary of Equity Programs Investment Corp. - 

EPIC pJoorlm^r T" of.Cf^unity Savings i Loan. These loans, known as "The 
homes tL hA CO !/ 0 mortgages or deeds of trust on single family homes, townhouses and/or condominium units which are held for Investment by the 

"anr:: ti;Trarunders or ,nd,v,dua, — The —^ - 

"Equity Programs Investment Corp.. ts General Partner No. (Assigned specific t) 

Lo^n h!H0f th! ^ 0f thiS exam'nat'0h (October 31. 1983) Communlty Savings and 
I S3 1 76^ qT hrdr??.*:d ('97) loans (known Is the product) 

S87 0 7 oq8 I' t ,' ^ ^ Stl,,-h« s'*ty-slx (66) of these loans totaling >0/,017,030 outstanding on their books. 

Regulation .30A(1) states: 

A. Concentration of Loans. 

II on(|nl L'n,i"ti®n- Not more than 10 percent of the assets of an assocla- on may be due from any one person, partnership, company, firm, or corpora- 

eUher directl Th?" 0f
1
theSe' thac Is beneficially owned or controlled, 

corporation or a lndl^ct,y' by,one P^son, partnership, company, firm, or corporation, or any comblnatloh of these. 

the as^fatlon^/?"0^?9 n0ted durln9 the COurse of the "^mlnatlon. association Is In violation of Regulation .30A(l). 

(a) No limited partner is personally liable for any of the debts of the 

b^io6!*! any 0f the l0SSeS thereof beyond his capital contrl- but ons in cash or notes, plus undistributed profits of the partnerships. 

th, ^ renaming assets of the partnerships are not sufficient to pay 
tie ebts^ h 9 ^ ^neral partner is liable for ' the debts of the partnership.   

EP'C contributes cash equal to 1.0 - 5.0* of the partnership capital 
as payment for Its 1.0 - 5.0J Interest in the partnership. 

(b) Though the association obtained an opinion from" the firm of "Silver, 

for!™ on November 22. 1982 - which concludes: "for all the 
thl nh ?9 r"SOnS; 11 ls 0ur opinion that for purposes of Regulation 30A the ob Igations of the limited partnerships In which EPIC selves as 

?o In h^rtner,neTd n0t be a99re9ated and thus the limitation referred 
wou d not hIT n0t be a99re9ated and thus the limitation would not be exceeded." However, he concludes: "However, We must 

orl aMonUJ ^ sl""1
Ma^,and "aw contains no explanation or Intcr- 

r^nir of the regulation. It Is possible that Maryland's Attorney General may determine that because of EPIC's continuous presence, all 
limited partnerships may be considered one borrower. Should this 

occur then the lending limitation found In the regulation may be 
exceeded. Moreover, our analysis of this question Is based on the 
acts previously set forth. Should any of these facts later be found 

^.fi ^COrreCt ?r 'ncomplete, the conclusion we reach may need to be modified or supplemented." 

(c) The General Partner finances operating deficits when debt service 
exceeds financing from operations of partnerships. 

(d) The General Partner will be responsible for all the policy decisions 
relating io operations of properties. 

(e) If General Partner incurs financial difficulties unrelated to the 
business of the partnership and is forced Into bankruptcy, the 
partnership and the limited partners could be adversely affected. 



(f) The General Partner may become subject to claims of creditors for 
liabilities unrelated to the business of partnerships, and such claims 
could force the General Partner Into bankruptcy or receivership which 
In turn, could result In the dissolution of the partnership 

Couuen ( 2 : 

Financing of the "EPIC Program" loans are through EPIC Mortgage. Inc. 
( unds supplied by Community Savings t Loan) through non-recourse SSi loan to 
value ratio (insured).   ^— 

Regulation .30C(13)(b) states that on Insured loans secured by Improved 
r^s identlal-non hc)meown«:'' or Improved commercial property, the loan may not exceed 90i of the market value of the security. 

Comment 3; 

A. Loan No. 1683-2 - Rochcorbon, Inc. - Construction Loan - $3,000,000. A 
review of the above loan revealed the following": 

(1) Association disbursed $706,925.61 at settlement which was 128.5J 
of the land value of subject property. 

(2) Borrower Rochcorbon, Inc. had no Income at the time of the loan and 
a $10,000.00 net worth. The guarantor - Sopacllf International, 
nc. (a Delaware Corp.) - Is a new company (6ynonths old) at time 
oan was granted. Financial Information shows an Income for that 

period of $85,^63, which Is not sufficient to carry this loan. 

(3) Sopacllf Is also guarantor on Loan No. 1686-5 In the amount of 
S3.200.000.00. 

CO Xavler Decluot Is listed as president for: 

Rochcorbon, Inc. (Loan No. 1683-2) 
Chambord, Inc. (Loan No. 1686-5) 
Sopacllf International, Inc. (Guarantor of both loans) 

B. Loan No. 1686-5 (Construction) Chambord, Inc. 53,200,000.00 
The first draw on this loan was made at settlement In the amount of 
'.'9 .319.00 representing 231^ of the appraised land value of subject 

mortgage. 

(1) Chambord, Inc. had a net worth of only $10,000.00. 

(2) No income statement was available on Chambord, Inc. to support 
their ability to meet required payments on this loan. 

(3) Guarantor Sopacllf International, Inc. - Facts as presented In 
Comment 3(A) Indicates that the borrowers do not have sufficient 
resources to support these loans. 

Based on the above Information on the borrowers, on what basis were 
these loans granted? 

Comment A: 

Loan No. 1696-') - Colony Partners, Ltd. - Construction/Permanent Loan - 
Amount $6,650,000.00. 

This loan was granted for construction/permanent purposes upon the security 
of ummproved property with loan to value In excess of 80^ of the market value 
o the security. Regulation .30C(ll) provides that the aggregate amount of any 
construction loan shall not exceed 80? of the market value of the security. 

Please advise this office of the current status of this loan. 

- 15a - 
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-ir .2.el o,... ,s •, 

hai«cv,ner as defined In SC(2) shall be In of Improved residential property- 
total assets. As a further I ImUatlon ?h! 0 50 PerCent of the "relation's 
loans upon the security of Improved reside I

9?re9ate outstanding balance of 
value ratios In excess of 80 percent whlrh ProPerty-hoineowner with loan to 
accordance with SC(,2) not exceed 10 percent^f the "^assoc I a tlon" s'as se ts. 

Comment 6: 

co-rs' l»<" -"l"S >h. 

"■ total Ing S,«.50J.7?I 

In the State. mortgages for owner-occupied residences 

Comment 7: 

follc..?ng*am'nat'0n C,f the t'O0ks■ r<corai a"11 accounting practlcei revealed the 

'' SulUee'V™."80 " *"0"",S •'<«■« a. of examl na t Ion 

?o:!,i~ ct St.;- "r 
stockholder of Ca,munlty Savings and Loan: 9 Pany SOle 

(a) 5I'(,369.'(2 (For Oodge Van) 

(b) 5251.938.00 (ISC - SuppI les/Equlp^O Systems Equipment 

bParcTto";!c9c^::i
tesP W. frnItU

f
re' e('u'pment« etc. and le.se It does not leased any outs?de Lrttes jZ Prune L"si"g 

supported or evidenced hv . ! above amounts are not 
tn. ....ci.t^'s^ z:,x ^ s.'.-.r,- 

c°r-"s— 
This amount represents points due from purchases of "EPIC 

"if - ""oclatlon -III rLl,. tnete ,1^ 
In current earnlnas STh' year* Hc*'ev«r. the amount Is Included rent earnings. This method gives EPIC use of said funds. 

B' .0ffl^rs - Directors Salaries - Bonus - F-p^.c 

A»o.,?i!";"^'^*rr:c^e;':"t°" ■>: ^ 
Conrnunity Saving. 6 Loan Association^ hleve^61 t^as' not d^th^' ^ 
following anounts ar#- r*r*.i„~A k r^cver, it was noted that the 
Corp.", I whoM^eVr:;^ cir^^,!;™"S,■ 

- 15b - 
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— 1 ''ry Bonus Expense!, Total 
(i) b. Deer i n, Jr. 5120.000.00 5100.000.00 523,510.00 52^3.510.00 

Leonard Meltz. 120.000.00 180.000.00 30.106.00 330.106.00 

Joel M. bernile i n 100.000.00 100.000.00 51.815.00 251.815.00 

Thomos H. FellOfS 75.000.00 5,000.00 21.800.00 
101.800.00 

(0) Joseph Cunningham ^.000.00 15.000.00 2.628.00 61.628.00 

(0) Robert H. Kemp. Jr. 85.000.00 85.000.00 7.635.00 177.635.00 

It was further noted that "Chairman of Board" and Treasurer 

6 ll^r I10" C' M'Cuiitlon and "vlce Chairman" and Director Tom 
Loan or Us'ler ?0 Sr 0r

I
b0nus fro^, eIther Community Savings and Loan or Us service Corporation "Equity Programs Investment Corp." 

"EPK^oUnng"?"1 "C^ySC>pt• ,nc-"> * Delaware corporation - now 

irAprliy|q85erhd h"^.? S'rvlce a9r"ment with the above corporation in April 1983 which calls for the foil owing: 

(l) S^Tnn^nn1? P«V 3 'n0nthly fee of 510.000.00. Increased to 
stockhoiS r f r10^'.'983- EP,C Ho,d,n9 Ca"pany ls the sole stockholder of Community Savings ( Loan - owned as follows: 

Tom J. B1 I Iman 80!5 
n r , . , . Clayton McCulstlon 20» D. Federal Income Tax; 

IndT" (Form n20) 

"Crysopt. Inc. and Subsidiaries" 

iv.-z ■"" 

Cofuncnt 8: 

I AS of 0"ober 31 - 'S03 the association had the following certificates in 
in iegulaUoi^; ^ ^ exCeedin9 the S'00.000.00 limitation provided for 

John Hanson Savings t Joan $5,000,000.00 
Owyer Bank 5.000.000.00 
Crocker Bank 2.007.671.70 

This was a matter of supervisory concern In the prior report of examination. 

Connenc 
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Cooiien i |0 : 

Ab of the dale of the current examination, the association's investment in 
S wholly o«ned su^s,diaries exceed 2% of the association's assets. Therefore, 

it is in violation Of Regulation .^6(2), 

consitted^r,^ 'h^a"ocii'tlon,» records reflected that Its Investments consibteo ot the followln^i 

General Ledger No. I'tSZ-Cl Investment In EPIC 55,366,^.98 
1^6^-07 Investment - Community Realty 1,000.00 
1^66-02 Loan to subsidiaries 531 

Sub Total 55.898,837.82 

Guaranty of Payments 
Habrlcht Models, Inc. 5 9,699,531.00 
Tanmls Models, Inc. 15.500.000.00 

» of. Total Assets of 5338,818,121.00 - 9.2J 531 ,098,368.82 

Comment 11: 

revea?edetllrfoIl^!ng.lnUteS (Wrltten 0f aCtl0n 0f the BOard 0f Dlrect0^) 

A. Special meeting of stockholders held March A, I983:- Prescribed twenty- 

inL?? . n0l 9 V?n " re<'u,red ^ Section 9-30Ma) of the Financial instltutions Article. 

6. The association has not held Its annual meeting for 1983 as required 
In Article 2.02 of Its "By-Laws." 

C' ?0t refleCt the r"0lut|0" required by Article 6, Section 2(b) of Its Articles of Amendment and Restatement of the 
Articles of Incorporation" prior to the payment of dividends on 

referred Stock for the periods of March - June and September 1983. 

D. At the Executive Committee meeting held November I. I983 the following 
loan was approved; 

Borrcwer: North Boulevard Centre Associates. Ltd 
Amount; 53.369.000.00 

It was noted that this approval Included In Its terms the following: 

(a) Additional Interest: 
Option to acquire 501 of limited partnership. 

For the association to exercise such an option. It would be necessary 
for Community to request permission from the Division. 

E. It was noted In reviewing the minutes of the directors and of the 
executive committee that Regulation .^(*(3) are not being fully 
complled wi th. 

Regulation .^(2) and (3) state the fol lowing: 

A full disclosure of the business or transaction and the nature of the 

* h ^0r
J? offlcer,s Interest Is made to the board of directors, and the disclosure Is recorded In the minutes. 

The business or transactions are approved In good faith by the board 

Is rIrnrH0HSi' ln'erested director abstaining, and the approval is recorded In the minutes. 

',5d" ^ isnii 



CunTien t 12: 

At the conclusion of the examination, the examiners provided managenient 
^an exception ^cet which listed technical deficiencies in the following wi 

artdS : 

A. Loan File Documentation 

B. Minor Accounting Problems 

(1} Stale checks 

(2) Escrow debit balances 

(3) Initial loan charges (Points) 

C. Minimal delinquencies 

taken1!!* BO*rd iS requested t0 '^Ise this Division of the corrective action 
-n us^rrriie;:^ ,,sted o?the ^ 

INfORMATIONAL COMMENTS: 

A' Sct^nf'^firind1! 0f tht|fl?T,al cond,tl0" ^e association as of uctober 31. 1983 and August 3)., 1982 revealed the following: 

Increase 

October 31, 1983 August 31. 1982 Pollar Amount Cent 

Ton, Savings 5252.651.763.67 $71.65^.559.36 $180,997.20^.31 252.6i 

Total Net Worth 7.210,699.36 —923.703.75 6,286,995.61 680.6^ 

Total Mortgage Loans 266,221,889.26 57.179.111,20 209,0^2,778.06 365.61 

Total Assets 338,818,121.58 80,308,27^19 258,<(98,e^7.39 321.91 

B. 
^rch'Ti' 0[qfllCw?STiail0n,S/arnin9S f0r the fls"1 

" 31. '983 disclosed the following: 
% to Net 

Pollar Amount Oper. Inc. 
Net operating Income (Page 6, Line 1) $ I I . MM. .058.81 100.0 

Taxes (Page 6, Line i.) Sg^'.OO 

Earnings distributed on savings (Page 6, Line 3) iO,37'<.923.33 90.i. 

^ SUrp,US ' .019.792.A8 8.8 

Net Income distributed (Total of 2. 3 and i, above) $II.W.0S8.8l 100.0 

- 15e - 
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EXAMINERS' COMMENTS 

Equily Programs Investment Corporation 

4 
Caitncn t I; 

jrioti:*;?""     "toi" 

'■ ^ l„s,„ of 
Holding Ltd." L w« L^hiuK ^ L!aS^9 ,S subsldl^y of "E<?ulty 
equipment and te«e t back * f 0 bUY fur"ltur<- f'«ures and 
Savings £ Loan EPIC etc A ty con'pan'es such as Community 
Leasing" do^s^ot else rA COU,d be det«™'n^( "Prune 
were noted^n tMs Udger! ' OUtS,de Part,eS- The ,0win9 1 tems 

(a) Deposit on 1983 Mercedes 55,000.00 
(b) Loan to Prune Leasing 38.3^8.00 
(c) Payments by EPIC for Prune II,06^ 60 
(d) Repayment of advances 7 
Ce) Real - Computer, Inc. 18,35^.00 

rrl,h 2* ■h" However, profits from Prun, ^ ln fac' flnanclng Prune Leasing Corp." 
stockholder 

'■ 'tt'" s'"""1 l""'' 
and Loan receive no salary fra„ the assoclatio^Savin9s 

(b) Thomas.^Fe Mows I vie' P^*!^0' ' SeCretary 

Vice President - Trust Officer 

and^oan^shov^payro'^aHocat Ion^or^sald'offleer^ COmmUnl ^ SaVln9S 

o. 

(a) Hea I th c1ubs 
(b) Gasoline credit cards such as - 

(1) Shel 1 
(2) Anioco 
(3) Exxon 

(c) Oiners Club 
(d) French franc draft 

These' payments^iga^n'appear0to<be'tnterest0)ree 

B?n^n l85.00; 'f5'0 and 18530 Rece'vables from T.J. 
Community Savings -"d^oan MsoU fuon " In" * the'' S^g ^nls" ^ 

T. J. Billman $ 1,330.00 
J. B. Deer In 9,000.00 
Joel H. Bernstein 12,000.00 

on the" advances6 ,0i'nS Were n0ted' n0r ,S any being charged 

- I5f - 
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Comment 2: 

t. ^eldted Party Tranbactions: 

(1) Cavalier Oil Corporation, which I* involved In oil and gas 
exploration and drilling principally In the State of Ohio U 

Ca«M nnV" 0fflCer dlreclor °( W- During i98o 
stock ?P r rued 0nc_ihird of lts I ssued and outstanding 
due EPIC retUrn the ,:ancelUtl0" of * 550.000 note 

(2) During 1981, EPIC entered Into leasing arrangements with a limited 
partnersh.p which Is controlled by the majority stockholders of 
tnc. These month to month leases are for the use of office 
furniture, equipment, and vehicles at what are considered fair 
market rental rates It Is anticipated that the corporation 

mei s^ th hi0 addit'0na,
I
non-"Pi tall zed lease rental coi^it- with this or other similar entities. 

(3) ^rin9 1981, certain limited partnerships of which EPIC serves as 

EMC .^tner ^ WhlCh lnclude off,«rS or employees of EPIC as limited partners have in some instances not been charged 

™ (l e- syndI"tlon fees-and broker dealer com- m.sslons) which are normally charged to the partnerships. 

The above Information was noted in a prior management (3/16/82) 

c^. r T * Previous aud|t has been inserted In these Illustrate the need for the Division of Savings and 

Coroo^arT ^ i ons to receive from Equity Programs Investment 
h nnlnri'lT y. " ^ Chem " ^ their ccxnp 1 iance with nanc i a I Institutions Article 9-323 (d)(I)(I I)(||l) . 

A review of the corporate minutes indicated the following: 

A. The following resolutions were noted as of March 2. 1983: 

eachU^R R£?0L"0* that EPIC hereby waives the requirement in 
not be lP 0y" Sh 0Ptlon Purchase Agreement that the option shall not be exercised prior to July i. 198/1; and 

FURTHER RESOLVED, that the President and the Secretary of EPIC are 
hereby authorised and directed, upon receipt of the cash'payment and 

acknowled^ eaCh e'Tlployee exercIsIng■ such option, to execute 
o s" k see; ?' Tr /enVer t0 the f0,l0W,n9 P— the number stock set forth beside each person's name: 

Name of Employee Ho. of Shares 

Tom J. BI 1iman 8qq 
Clayton C. McCuistlon 800 
Joel H. Bernstein ggo 
James B. Oeerin. Jr. 500 
Leonard Meltz, Jr. 
UaIter R. Frazler 200 

of EPI^is h"0^"' the Secretary. or any Assistant Secretary, 
o " ^,S

A
herebVUt,'0ri"d and rected to file this written record 

the Bolrrf Tn- e re9ular|y ""'ntalned minutes of the meetings of the Board of Directors. 

WITNESS the following signatures as of the 2nd day of March, 1983. 

Tom J, B11Iman, Director 

Clayton C, HcCulstlon, Director 

James B. Deerin, Jr., Director 

' - I5g - 
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Lcultv p'r^rSi9n!d bein9 members of lhe Bodrd of Oi rectors of Lquity Programs lnvtstn>ent Corp. 

Tom JAdbmral^n0lUtl0n, Pertdln to Euaene 5. Isaacs (*00 shares), 
dated'halciT ^83/ " ' Cl<'yt0n ^ McCulitio" <800 

part ^20^!J
Of the rinancial Institutions Article states In Chat the consideration for Its capital stock be paid In cash. 

B. Guaranty of Payment on Loans; 

The follovliig resolution was noted: 

NOW, THEREFORE, be It 

oa' that EPIC' aS 9eneral Partner for various limited Ptnerships enter /nto such revolving credit and security agree- 
ments as may be directed froc time to time by the Board of otrectors. 

Also the following guaranty of payments were noted: 

U) Habricht Models. Inc. 5 9.699.531.00 Principal amount 
tb) Tanmis Models. Inc. 15,500.000.00 Principal amount 

Corp' •"o' "■* 

(C) n^M/i09''^ lnvestmer,t C0-"?- guarantee 1 ng repayment of 
Corporation ' LeaS,n9, Un,lted to Westlnghouse Credit 

(1) Prune Leasing, a limited partnership which Is 
controlled by the majority stockholders of EPIC. 

Connient 3: 

debt cxceeds^^of"1^ CUrr!nt exam,natlon, Equl ty Programs Investment Corp. 
and Loan). Therefore h°lder

f
of 1 ts "pltal stock (Comunlty Savings herefore' 11 is ln violation of Regulation .3'.B(l)(c)(l). 

Coiiment 

Leasing of Boat from Trans-Ocean Associates Limited Partnership: 

relationship to tMs t ransac t I^T"' ^ made and the f0l,0wln9 *as noted In 

A- Trans-Ocean Partnership consists of the following: 

(bl PanLRrltyiSerV,CeS n General Partner 
m ? J ^tn1" 52-8i£ Umlted Partner V1/ •.J. oilIman 
(2) C.C. McCu i s 11 On 

d l' h8-.0":1"' Jr- 26-^ •"I"1' ted Partner 
e Walter V I Um|t^ Partner 
f I H R . 9-9:i Umited partner (f) Joel H. Bernstein *.95^ Limited Partner 

Al , O, Equl ty Frogr... torpor.. 

Equ I ty Hold no Cn ^ C- McCulst'on cxvn controlling Interest In o ding Co., sole stockholder of Community Savings and Loan. 

15h - 
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B' TNeSollc/i Scrvl<:e:, aPP"^ be a subsidiary of Equity Holding Co. f o I 1 Ch> i ny was no led In relationship to EPIC Kcalty Services: 

(a] Heno dated June 8, I983 

RE: ^5190.000.00 Loan from ERSI to Trans-Ocean Association 
ease draw up a demand note for the above mentioned loan 

w th an .merest rate of 9^ per annum. Also enclosed is a 
blank note form fron, the Business bank to keep In your files 
in case it is needed In the near future." 

C. EPIC Realty Services. Inc., a Delaware corporation: 

D""0'Jr" "vl" <■>' 

lnv,.»,nt Corp. Sho»i 

(J) to""1 

(3) j.o.uh,, p.y„„t P'; v- 
sha 1 i pay for al I dockina fn,»r i , . c J; ' lu, ^1 1 aocking fees per lease agreement: U Four months rent on slip in Florida 55.3'-2.'(0 

(b| 12 days in Rhode Island 8^3.00 
LcJ One year - Annapolis, Maryland 2,500.00 

inCurn,!afe,y b? assumed that E^"ty Programs Investment Corp. will "P^nses In excess of $100,000.00 per year fron this boat. 

£' explratiln^f Purchased
K
by' EP'C *" I remain with the boat upon expiration of lease such as: 

(1) Radio Equipment 
(2) Raft 

Sh0"ld     -or .he., 

F. Original sales contract for boat ($200,000.00) was made as follows: 

Equity Programs Investment Corp. or assigns. 

Cocment S: 

use o^a^al^anr"^' ^ eXaminatlon P^rams .nvestment Corp. had 
verify this fact ' eAam,ner dld n0t haVe aCCess to any ^cords to 

planelIrSur"eCa^abientortJ0,,r,Unlty and ^ d0eS ,n faCt have ",d available to them, please notify the Division of thS following: 

fl. If leased — 

(1) Copy of lease agreement 
(2) Expenses to service corp. 

B. Purpose/Need 

C. How is plane ti tied. 
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EXAMINERS' COMMENTS 

Conttiim i ty Realty Associates, Inc. 

Comment I: 

of Co,0?. S^tenJber ,8, 1983 Eq^Cy Proarams Investment, Inc. (A service corporation of C^n ty Sayings and Loon) purchased 35.W? acres of land in Talbot County 

stoJy
0lln0resldence ?0" lmprovcm<!nls on thI» property consisted of a two- story mam residence, tenant house and outbuildings. 

th, fSnowlng:^ ^ fne referenCe t0 Che P^chase of this property revealed 

A' lost| euVtot^d^^r^T. persona 1 property, settlement I totaled 9531,3^2,8^ and was financed as follows: 

0i nLTr^0te' date SePtember 29. 1983 in the amount of $375,000.00 (76.5i of appraised vaiue) 

(2) Remainder by promissory note dated September 29, I983 

(31 Both of above notes are held- by the parent Community Savings t 
Loan, Inc. Combined total represents 100» of cost of purchase. 

D' 0f aCti0n 0f the Board 0f Directo" ^ted September 26, 
the service rnr^ ? pu:chase iS f0r d«veIopment/investment. However, the service corporation signed the following documents; 

(II Declaration of intent to" remain in agricultural use 
Ui Contract stating: "Subject to buyer's using property for 

corporate use." a r r 7 v 

p^rcJase in'[0r^tlon- a -^re detailed explanation of this 
transaction ^ forwarded to the Division on this entire 

" 15J - " '"■ -j o ^ ~ 
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\SAVJ NG S & LOA N 

November 26, 1984 

Hb 10: i,s~ 
Mr. Charles H. Brown, Jr., Director 
Division of Savings and Loan Associations 
231 East Baltimore Street « 
Baltimore, Maryland 21202 

Dear Mr. Brown: 

This letter will constitute the response of the Board of 
Directors of Community Savings & Loan, Inc. (the "Association") 
to the report, dated September 7, 1984, of the examination of 
the Association's books and records as of October 3 1, 1983. 

0pr^eSpOnS^S are nuinbered to correspond to the comment numbers or the examiners. 

Comment 1 

, „ ^ou ^now/ Equity Programs Investment Corporation 
( EPIC ), a Maryland corporation, is a wholly-owned service 
corporation of the Association. The acquisition by merger of 
this service corporation was approved by the staff and the 
Board of Savings and Loan Commissioners after full disclosure 

0 J
a;1u0f ltS options. EPIC is in the business of acquiring model homes and other single family homes from major 

homebuilders throughout the United States. The model homes are 
leased back to the builders while the "production" homes are 
leased to individual tenants. Although EPIC negotiates for the 
purchase of the homes, they are actually acquired in a series 
of limited partnerships of which EPIC serves as sole general 
partner with a one percent (1%) nominal interest. The 
remaining 99% interest is owned by the investor limited 
partners. The purchase of the homes is financed by a 
non-recourse first mortgage loan on each home. These loans are 
originated in the large majority of cases against take out 
commitments from third party loan investors. By the terms of 
this first mortgage loan, in the event of a default, the lender 
can only proceed to foreclose against the specific house to 
which that particular loan relates and cannot make a claim 
against the general partner EPIC or any limited partner or 
against the other homes owned by the partnership. 

IIID21 
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Mr. Charles H. Brown, ."Jr., Director 
November 26, 198 4 
Page Two 

At a meeting of the Board of Savings and Loan 
Commissioners held on February 9, 1984, the Board adopted and 
approved certain amendments to the regulations, including 
Regulation .30A(1), in response to recommendations by a special 
committee formed by the Board to study and make recommendations 
for changes to bring the Division regulations into line with 

Maryland WOrld 0Perations of the savings and loan industry in 

The proposed change to Regulation .30A(1) would have 
required that entities be "beneficially owned or controlled, 
either directly or indirectly" to the extent of a 20% or more 
ownership interest before aggregation of loans would occur. 
This amendment to the regulations was approved unanimously by 
the Board as a part of a package of regulatory changes. 
However, I now understand that the entire package of 
amendments after approval was withdrawn without notice after a 
question of antitrust law was raised, apparently involving an 
amendment unrelated to the Regulation .30A(1) amendment. 

The Association believed in good faith that the amendment 

A^f^?Uia^10n 1"30A^1, had been duly and ProPerly made and was entitled to rely thereon. 

Furthermore, the board of directors of the Association 
requested and received from our counsel. Silver, Freedman & 
latt, an opinion letter, dated November 22, 1982, which 

Tn,C:^e^tha^T^.the then existin9 language of Regulation .3OA(1) the EPIC limited partnerships "may be treated as 
separate entities." We provided a full copy of this opinion 
letter to your examiners. We believe that Mr. Freedman's 
opinion letter accurately sets forth a legal basis for the 
Association to treat each EPIC limited partnership as a 
separate borrower for purposes of Regulation .30A(1). 

While certain of the comments made by the examiner in 
subparagraphs (a) through (f) are factually correct when 
considered m a vacuum, the examiner failed to note that many 
or those comments are irrelevant given the nature of the 

non-recourse debt and the method of operations of the separate 
partnerships. For example, in the event of the bankruptcy of 
the general partner the limited partners have the right to 
appoint a substitute general partner and continue to operate 
the partnership. 

Comment 2 

rv^o ^eCti!r 9"419(f?' Financial Institutions, of the Maryland 
Srvl^nlT S 30 ad^1tional grant of investment authority to Maryland savings and loan institutions as follows: 

0 ( ( 
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Mr . Char] cs H . Hot 13, Jr., 
No vc-mbet 26, iu8 4 
Pago Three 

Di rector 

"This section does not prohibit a 
State-chartered savings and loan association 
from making any investment that is permissible 
for a federal savings and loan association." 

In contrast to Section 9-419(a)/ the above cited section 

contains no express limits on the investment authority granted 
and in our view the Board has no authority to limit by 
regulation this specific legislative grant of authority. We 
have received an opinion letter addressing this questions in 
more detail from our counsel. Silver, Freedman & Taff, and that 
letter confirms our reading of the statute. 

Federal savings and loan associations are permitted to 
make first mortgage loans on residential, non-owner occupied 
properties up to 95% of purchase price or appraised value, 
provided that the amount of such loan in excess of 80% is 

t private mortgage insurance (see Section b45.32(d) of the Rules and Regulations of the Federal Savinqs 
and Loan System). 

All of the loans made by EPIC Mortgage, Inc. to finance 
the acquisition of model and production homes by EPIC limited 
partnerships that exceed 80% loan-to-value are insured by 
policies of private mortgage insurance issued by major, 
national private mortgage insurance underwriters (i.e., TICOR, 
MGKZ, RMIC and others). Therefore, pursuant to the "Federal 
tie-in" statute cited above, such loans are specifically 
permitted to be made by Community Savings & Loan. As a further 
safety factor, and as mentioned above in the Comment 1 
discussion, all of these loans are originated against take out 
commitments from permanent loan investors. 

Secondly, it is our recollection that the Board of Savings 
and Loan Commissioners considered an unanimously approved a 
change to Regulation .30C(13)(b) to specifically permit first 
mortgage loans on non-owner occupied residential properties up 
to 95% loan-to-value provided that such loans are covered by 
private mortgage insurance. Although we believe that this 
regulatory amendment was duly approved by the Board, it has 
never been published in the Maryland Register. 

Comment 3 

First of all, the principal amount of the loan to 
Rochecorbon, Inc. is $1,850,000 rather than $3,000,000 as 
stated in the examination. 

1 8 7 S 
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Mi. . Clmr ] s ii. Brown , ,!»•. , Di rector 
November 2 6, 198-5 
Page Four 

With respect to the construction loans to Rochcorbon, Inc. 
and Chanibord, Inc., the Association received independent, third 
party appraisals of the value of these motel facilities on an 
as completed basis which reflected that the amount of the 

construction loans would not exceed 80% of the value of the 
completed projects. In addition, the loans were guaranteed in 
full and the completion of construction was guaranteed by the 
corporate parent of the borrowing corporation, Sopaclif 
International, Inc. Sopaclif had a net worth of $3,972,735 as 
of June 30, 1983. Attached hereto is a copy of the financial 
statement of Sopaclif reflecting such net worth. 

Both of these projects were well under way at the time the 
construction loans were closed. In the case of Rochecorbon, 
Inc. of the total initial draw of $706,925, $635,000 was 
reimbursement for hard construction costs. In addition 
Rochecorbon contributed the land free and clear which had a 
fair market value of $560,000. The initial draw of $1,194,319 
to Chambord, Inc. included $1,078,000 in reimbursable hard 
costs of construction, and the land was contributed free and 
clear with a value of $710,000. The disbursements under these 
loans were within the standards set by the regulations at all 
times. 

I would point out that both of these projects are now 
fully completed and in operation. The construction loans have 
een repaid in full with interest, and have been converted to 

permanent loans which are presently current as to principal and 
interest. ^ 

Regulation .30C(10) provides that "[T]he aggregate amount 
of any construction loan may not exceed 80 percent of the 
market value of the security after completion of the 
improvements..." as mentioned above, the Association had a 

JkIi Party appraisal of the completed project which confirmed that the construction loans would not exceed 80% of the value 
of the completed project. 

We believe that the Association acted prudently and within 
the regulations in making these construction loans. 

Comment 4 

In making the construction/permanent loan to Colony 
Partners, Ltd. it was apparent that the amount of the 
construction loan would exceed by a slight amount 80% of the 
appraised value of the project upon completion. However, the 
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Mr. Char 1 «?£ H. Brown, .lr . , Di roc tor 
Nov ombo r 2 c-,, 19 8 4 
Pa g e Five 

developers of the project, who were well known to the members 
of the Loan Committee as competent apartment project developers 
and operators, believed that the actual value of the project 
upon completion would be significantly greater than the 
currently available appraisal provided. Therefore, the 
Association agreed to make the loan provided that the 
developer/borrower pledge to the Association as additional 
collateral security certain promissory notes of a value at 
least twice the amount that the construction loan exceeded the 
80% loan-to-value amount. 

At the present time the project is 100% completed and in 
operation, and a third party appraisal has been prepared 
indicating that the current fair market value of the project is 
$8,300,000, which provides an 80% loan-to-value. The permanent 
loan is current as to principal and interest. In addition, the 
Association continues to retain a security interest in 
approximately $1,600,000 in receivables of the Borrower. 

We believe that the amount of this loan that exceeded 80% 
of the appraised value was adequately secured and may be 
treated as a commercial loan with additional collateral 
security (see Section 545.46 of the Rules and Regulations of 
the Federal Savings and Loan System) until the point that the 
new appraisal confirmed the increased value of the project. 

Comment 5 

With respect to the percentage of "Improved Residential 
Property - Homeowners" as compared to total assets of the 
Association, under the "Federal Tie-In" provision (Section 
9-419(c), Financial Institutions of the Code) we submit that, 
since Federal associations have no specific limitation between 
owner occupied and non-owner occupied residential loans, the 
Association has the right to make loans without regard to 
percentages of owner occupied versus non-owner occupied. 
However, the Board of Directors is continually working towards 
implementing plans to continue to increase the number of owner 
occupied loans, but, given the present competitive business 
environment and the changing role of thrifts within the 
financial services industry, this regulation seeks to impose on 
Maryland associations a regulatory burden that is in conflict 
many times with the realities of profitable operations. For 
example, in making owner-occupied, first mortgage loans, the 
Association seeks to make these loans only against take-out 
commitments from permanent loan investors in the secondary 
mortgage market to avoid the risk of interest rate swings. 
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Mr. Charles H. Brown, Jr., Director 
November 26, 198 4 
Pciqe Six 

preclJSes^akin^fh"9' i1" e£fect, as a mortgage banker 
the strictures of th!s regClaUon. ^^ meeti^ 

tn ^e^SS0Ciati0n wil1 continue to make good faith attemots 

Sir-™ 

Comment 6 

the D«iodUn? ^mme"t 6 provides no identification regarding 

first^mort" bel 1"es0'h"1'n its'present lorV^f^^eraUons1^ 

omk ci o e State of Maryland and through the offices of 

offices!^6 Corporatlon' EPIC Mortgage, Inc. (2 loan production 

ss-SvlSr^ 

cer^nSr OCCUPied 

the Assoc^at?on^s re^nlia'l^0"68 d0eS n0t PrOP"^ 

drtLt:t°c
fa1

Mryland- ^ :heoSs?c!ftfr^rnt in the 

»%?r«oao^o""ket!t9aD"rei"9Ub'^r"e""°^" 

SS f r tb. 

Maryland resident approximately $109,000,000 of 
sold in h i OWner occupied loans which have or will bp 

continue to lund"^^^'^"' thUS enablin9 the AssocJatroi to 

one mus: atrso£Tedar^e\^%\e%^^LoPcLtj^nPast^%%L^n\\iaEr:Lket- 

consistsnofhLnvate 0f «?ri'land is "ghly competitive and 
outside of Marvlan^^We hnanClali lnSjltljUonS located in and 
Rpnorf ao r,Mar

1
yiand- We have enclosed a copy of the Peeke 

en??osed flrPyiurereaiein^raati0n af re9ard£ the above- fllso 

Mortaaap QnKcf? review is a current quote sheet from our 
commitments tiJhry detailln5 our various loan programs and commitments to the residential owner occupied arpa Tn 

!xr;^... 
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Mr. Charles li. Brown, 
Novembor 2 6, 198 4 
Page Seven 

Jr., Director 

indicative of a savings and loan's commitment to make Maryland 
residential owner occupied loans, but that other factors such 
as market place, competition, actual number of physical 
locations, profitability, and the loan philosophy of an 
institution (i.e., portfolio lender vs. secondary market) 
should also be determinants of a savings and loan's commitment 
to residential owner occupied lending in Maryland. 

Comment 7 

(A) Comment 7A(a) and (b) describe "accounts receivable" 
from "Prune Leasing Co." of $14,369.42 (Dodge Van) and 
$251,938.00 (supplies/equipment). These amounts were reflected 
as accounts receivable through accounting errors. Prune 
Leasing, Ltd., an affiliate of the Association and a subsidiary 
of EPIC Holdings, Ltd (parent of the Association) was willing 
to purchase certain assets as requested by the Association and 
lease same to the Association for its use. Our policy provides 
that in the case of the Association's desire to lease rather 
than purchase such items, Prune Leasing, Ltd. will arrange the 
purchase and, in fact, with its cash, purchase the items. The 
Association purchased the referenced items directly and 
inadvertently recorded these amounts as receivable since it was 
intending to sell the items to Prune. Prune later purchased 
the items from the Association. The accounting had 
subsequently been corrected, and prune has paid the Association 
interest at the rate of 14% per annum from the date of the 
Association's purchase to the date of Prune's purchase. It is 
not and never was our intention that the Association advance 
moneys to Prune. 

EPIC is a wholly owned service corporation of the 
Association and as such is reported under the equity method of 
accounting. Both institutions also use the accrual method of 
accounting in prearing their financial statements. The above 
comment infers that the Association is denied interest income 
through not having access to these funds. Because of the 
above accounting methods, EPIC's earnings are included in the 
Association's thus eliminating any negative earnings impact on 
a consolidated basis. 

(B) Although the listed individuals are officers and 
directors of the Association, they also served at that time as 
officers and/or directors, and the majority of their time was 
involved with the operations of. Equity Programs Investment 
Corporation, a wholly-owned service corporation, and its 
subsidiaries. Therefore, the bulk of the compensation of these 
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Mr. Charier, H. i3rown, Jr., Director 
November 26, 1984 
Page Eiqht 

individuals was paid by the service corporation. Subsequent to 
tne date of the examination the Association's service 
corporations have been restructured so that each service 
corporation maintains its own books and records and salaries 
are paid directly by each, with respect to Messrs. Billman and 
McCuistion, although they serve as officers and directors of 
tne Association, their compensation was furnished by EPIC 
Holdings, Ltd., the parent corporation of the Association. 

(C) EPIC Holdings, Ltd. (formerly known as Crysopt, Inc ) 
provides certain management services to all of its various 
subsidiary corporations, including the Association and, 
pursuant to written agreements, is compensated for these 
services by reasonable monthly management fees. This 
management agreement has been approved by the boards of 
directors of all of the various subsidiaries, includinq the 
Association. y ^ ^ 

^ .iD> EPIC Holdings, Ltd. (formerly known as Crysopt, Inc ) and its 80% or more owned subsidiaries file a consolidated 
federal tax return and consolidated state tax returns where 
permitted. These returns are signed and filed by Arthur 
ndersen & Co. All companies in the group have elected in 

writing to file such consolidated returns. The EPIC Holdinqs, 
Ltd. group complies with and is subject to all IRC and federal 
regulations governing such consolidated returns and with all 
state regulations where applicable. We anticipate no 
eficiencies being assessed against the groups. 

Comment 8 

The Association acknowledges the comment as regards its 
investment in certificates of deposit from John Hanson Savinqs 
and Loan which have not been renewed. As regards our 
investment in certificates of deposit with Dwyer Bank and 
Crocker Bank, Regulation .31, Section 6, specifically provides 
for investment in certificates of deposit of commercial banks. 

Comment 9 

p^ssoci3tion carries adequate coverage as regards its i elity bond per Regulation .22. The Association has added 

Realty Associates, Inc. as an additional insured. The EPIC companies are covered by their own bonds. 
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Cominent 10 

. 011 ^arch 1983, Equity Programs Investment Corporation. 
Virginia corporation, was merged into the then existing sole 

of the Association, Community Savings and 

rnnZllCe 3 Maryland corporation. Prio? to and nnection with that merger, a comprehensive presentation 
was made to the staffs of the Maryland Division of Savings and 
Loan Associations (the "Division") and the Maryland 
Savings Share Insurance Corporation ("MSSIC"). There was 
extensive documentation provided to the Division and MSSIC in 
connection with that presentation as well as discussion by 
senior management and the controlling shareholders. Both the 
Division and MSSIC approved the merger. 

As a part of the merger to bring EPIC under the 
Association as a wholly owned service corporation, shares of 
preferred stock of the Association were distributed with a 
redemption value of $5,366,494. It was determined and agreed 

that time that the value of these shares would not be 
considered an "investment" in a service corporation under 
Regulation .34B until such time as the shares of preferred 
stock were redeemed by the Association. This interpretation of 
the regulation was supported from an accounting as well as 
legal standpoint. 

With respect to the "Guaranty of Payment" from EPIC to 
various of its U.S. Home model home program subsidiaries, 
including Habicht Models, Inc. and Tanmis Models, Inc , these 
guarantees were fully disclosed and discussed in connection 
with the merger presentation to the Division and MSSIC As 
background, since 1977 EPIC has had a program with U.S. Home 
corporation, the largest homebuilder in the country, to 
purchase and leaseback its model homes. This program differs 
from EPIC s normal model home purchase in that it is an 
off-balance sheet financing transaction rather than a true sale 

Drovi^HehaC^ lhe flnancing of the U.S. Home transactions is provided by The First National Bank of Chicago, which as a 
technicality requires that EPIC and the EPIC subsidiary 
guaranty the loan, although this guaranty can be discharged by 
EPIC simply delivering the subsidiary's stock to First Chicaqo 
A copy of a typical Guaranty of Payment is attached as an 9 

exhibit w^h the applicable discharge language highlighted. 

quarantv1of9^h?ntK It m
f
erely a technicality rather than a real Y ^ both from an accounting and regulatory 

standpoint, it should not be counted for regulatory purposes in 
computing investment in service corporation" limits. At the 

of the presentation of the merger proposal to the Board 
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and MSSIC this approach and interpretation of the U.S. Home 
Corporation Model Home Program guarantees were approved. 

By removing these items from the calculation, the 
Association was then in full compliance with the regulation 
governing investments in service corporations. 

Comment 11 

A. This comment is noted. 

t 
B. The Association intended to hold its 1983 annual 

meeting as required; however, due to the inability to resolve 
internal matters, the meeting was not held until August 3, 
1984. Future annual meetings will be held on the first Monday 
of April as required by the bylaws of the Association. 

C. The Board of Directors actually approved the payment 
of the preferred stock dividends; however, this action through 
an oversight was not reflected in the minute book. Attached as 
an exhibit hereto is a copy of a resolution of the Board of 
Directors ratifying such dividends. 

D. It was intended that the exercise of the option to 
acquire 50% of the limited partnership interest in the North 
Boulevard Centre Associates Project be assigned to and 
exercised by one of the Association's duly constituted service 
corporations or some other eligible entity. 

E. The Board of Directors of the Association is aware of 
the requirements of Regulation .43A(2) and (3) and Section 
9-323, Financial Institutions, Annotated Code of Maryland, and 
is committed to complying with the provisions thereof. If 
there are specific items with which there is concern, the Board 
of Directors will take such corrective measures as may be 
required. In addition, attached hereto is a copy of a 
memorandum to all senior management of the Association and its 
subsidiaries outlining the requirements of the regulations. 

Comment 12 

The Association has not received the exception sheet noted 
in this comment. Upon receipt, we will respond promptly. 

The following responses relate to the examiner's comments 
regarding Equity Programs Investment Corporation and are 
numbered to correspond thereto: 

1885 
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Comment 1 

A. Comment 1A describes certain "accounts receivable" 
from Prune Leasing totaling $72,766.60. These amounts were 
reflected as accounts receivable through accounting errors. 
Prune Leasing Ltd. was willing to purchase certain assets as 
requested by EPIC and to lease same to EPIC for its use. Our 
policy provides that in the case of such lease by EPIC to lease 
rather than buy. Prune Leasing will arrange the purchase and, 
in fact, with its cash, purchase the items. EPIC purchased the 
referenced items directly without Prune's knowledge and 
recorded these amounts as receivable because it was intending 
to sell the items to Prune. The accounting was subsequently 
corrected at the time EPIC advised Prune of the purchase. 
Prune purchased the item and has subsequently paid to EPIC 
interest at the rate of 14% per annum from the date of EPIC's 
purchase to the date of Prune's purchase. It is not, and never 
was, our intention that EPIC advance moneys to Prune. 

B. The bulk of Mr. Deerin's salary was paid by Equity 
Programs Investment Corporation since at that time the majority 
of his time was involved with EPIC matters. However, a portion 
of his compensation was paid by the Association for services 
rendered in connection with Association business. Mr. Fellows 
was employed as a vice president and trust officer of the 
Association. 

C. The items listed as C(a)(b)(1)(2)(3), and (c) were 
recorded as receivables by accounting error. These items were 
the direct expenses of EPIC, and the accounting has been 
subsequently corrected. 

The French franc draft referenced in item C(d) represents 
no receivable. EPIC Holdings, Ltd. was unable to wire French 
francs via the Association. EPIC had a banking arrangement 
which facilitated such transfer. EPIC Holdings, Ltd. wired 
funds to EPIC on the exact same day that EPIC wired funds out 
on behalf of EPIC Holdings. There was no advance and no 
interest accrued or due. EPIC was involved only as an 
accommodating intermediary. 

D. The listed loans have either been paid in full, 
including interest, or are now evidenced by written promissory 
notes bearing a reasonable rate of interest. 

E. All of the transactions referenced in this comment 
occurred long prior to the time that EPIC was merged under the 

ISSC 
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Association. In fact, many of the transactions took place 
prior to the date that EPIC Holdings, Ltd. acquired control of 
the Association. Furthermore, these types of transactions were 
fully disclosed to the Board and MSSIC during the presentation 
of the proposed merger of EPIC under the Association. This is 
particularly true of the equipment leasing activities and "in 
house" (i.e., employee) limited partnerships. 

Comment 2 

The stock transaction referenced in this comment 
involved the exercise of certain stock options for the common 
stock of Equity Programs Investment Corporation which occurred 
prior to the merger of EPIC under the Association. 

B. The guaranties of payment of Habicht Models and Tanmis 
Models are discussed in Comment 10 above. EPIC acting as 
general partner of its various limited partnerships does in 
fact secure various lines of credit on behalf of the limited 
partnerships. Except with respect to the U.S. Home Corporation 
transactions, it is not our intention and its has never been 
our intention that EPIC or any other affiliate guarantee any 
liabilities of other affiliates. Action is in process to 
attempt to remove EPIC from the guarantees referenced. No 
other guarantees have been given, and EPIC will not in the 
future guarantee Prune's debt. 

Comment 3 

We assume that this comment is directed towards the amount 
of debt incurred by the EPIC limited partnerships rather than 
debt of EPIC itself in its own name. In that case Regulation 
.34(1)(c)(ii)(cc) excludes from the debt limitation warehousing 
mortgages being accumulated for purpose of resale. All of the 
first mortgage debt incurred by the EPIC investment limited 
partnerships is originated against committed takeouts and would 
be excluded from the computation. 

Secondly, under Regulation .34B{2)(d)(i) excludes from the 
2% limitation calculation loans which would otherwise be a 

permissible investment for the Association. As discussed 
above, all of the loans made by the Association to the EPIC 
investment limited partnerships are loans that could be made by 
the Association (i.e., permissible investments) and, therefore, 
are exluded. 
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Comment 4 

_ 'rrans70cean Associates is a limited partnership comprised 
of the entities and individuals listed in the comment. This 
partnership acquired a motor yacht and leased it to EPIC 
Holdings, Ltd. which in turn allocated the use thereof to 
yanous of its subsidiaries at rates determined to be arms 
length based upon the amount of use by each. The yacht was 

50r ent?rtaining clients and customers of the Association and its service corporations as well as for employee cutinqs on 
a limited basis. , 

With respect to the radio equipment and life raft, EPIC 

Ltd reimbursed for the cost thereof by EPIC Holdings, 

As a note, the yacht was subsequently sold to an 
unaffiliated third party and the partners of Trans-Ocean 
Associates realized no profit from such sale. 

Comment 5 

The airplane referenced in comment 5 is available for the 
business use of EPIC and the Association. 

A. The plane is not leased. 

( 1 ) N/A 

(2) Affiliates are billed for business use of the 

aircraft at the hourly operating cost plus direct 
in-flight expenses incurred for food, etc. There 
is no mark-up in costs. 

B. Use by affiliates and charges to affiliates are 
limited to business use. 

C. Air EPIC Ltd., a subsidiary of EPIC Holdings, Ltd., is 
the owner of the aircraft. 

The following response relates to the examiner's comments 
regarding Community Realty Associates, Inc. 

Comment 1 

Community Realty Associates, Inc. is a wholly-owned 
service corporation of the Association. it was formed to 

and imPr0vements located thereon, to develop and subdivide certain portions of the property, to renovate 
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certain of the 
rental. 

'f the improvements, either for ultimate sale or 

oil \uAt the present time, the property is on the market for sale either as an entirety or in separate parcels. 

In su"1mary' it should be kept in mind that the examination date was almost one year prior to the time we received it, and 
umerous of the items listed were corrected in the interim. 

since the date of the examination, the Association has been 
operated in a prudent, safe, sound and profitable manner to the 
end that as of the end of October • 1 984, Community Savings & 

^ total assets of $609,62 1 ,000, total savings of 
>446,034,000 and a regulatory net worth of $24,337,000 (6 40% 
of savings) . f v . tw-c 

The Board of Directors of this Association and its 
txecut^e Committee have met on a number of separate occasions 
to discuss the various comments contained in your letter of 
September 7, 1984 and the report of examination. In the event 
any of our written responses do not address specific concerns, 

S^hSf a^l1Se us
c 

and we W1ll attempt to promptly provide you 

required information or take such other actions as may be 

Very truly yours, 

COMMUNITY SAVINGS S, LOAN, INC 

- , ' , V;' ■ • C ' 

Clayton C. McCuistion 
President 

Enclosures 

cc: Mr. Charles C. Hogg II, President 
Maryland Savings—Share Insurance Corporation 

Members of the Board of Directors 
Community Savings 5, Loan, Inc. 

i s s ;j 
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Comment Financial Statement of Sopaclif 
International, Inc. 
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( 

SopacKf [nternationaf fnc, 

1601 N. Kent Street 
Suite 1101 
Arlington. VA 22209 

Phone:(703)527-5410 

SOPACLIF INTERNATIONAL INC. 

A DEVELOPMENT STAGE COMPANY 

FINANCIAL STATEMENT 

JUNE 30, 1983 

FOR INTERNAL USE ONLY J 

1802 S 
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SQPACLIF INTERNATIONAL INC. AND SUBSIDIARIES 

(A Development Stage Company) 

CONSOLIDATED BALANCE SHEET 

JUNE 30, 1983 

ASSETS 

Current Assets 
Cash 
Loans receivable 

Total 

3,479 
179,747 

$ 183,226 

Property and Equipment 
Construction in progress 
Land 
Equipment 

Total 

$1,922,202 
1,067,293 

692,305 

3,681,800 

Other Assets 
Deposits placed on land 
Organization costs 
Prepaid expenses 

Total 

45,000 
3,372 

59,337 

107,709 

TOTAL ASSETS $3.972.735 
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SOPACLIF INTERNATIONAL INC. AND SUBSIDIARIES 

(A Development Stage Company) 

CONSOLIDATED BALANCE SHEET 

JUNE 30, 1983 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Current Liabilities 

Due to affiliate 
Notes payable 
Loans payable 
Deferred income taxes 

Total Liabilities 

Cominitments 

438,407 
90,412 

222,772 
26,381 

$ 777,972 

Stockholders' Equity 

Conunon stock, $1.00 par value, 
authorized 5,000,000 shares, 
issued 3,109,300 shares 

Retained earnings 
Earnings accumulated during 
development stage 

Total Stockholders' Equity 

$3,109,300 

85,463 

$3,194,763 

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $3.972.735 
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SOPACLIF INTERNATIONAL INC. AND SUBSIDIARIES 

(A Development Stage Company) 

CONSOLIDATED STATEMENTS OF EARNINGS 
AND ACCUMULATED EARNINGS 

FOR THE SIX MONTHS ENDED JUNE 30, 1983 

Income 

Interest income $ 87,052 

Expenses 
t 

General, administrative and operating 
expenses . 22,280 

Net income before provision for income taxes $ 64,772 

Provision for income taxes 

Current -$ 
Deferred 15,900 

Total $ 15,900 

NET INCOME FOR THE PERIOD $ 4 8,872 

Earnings accumulated from r, 
December 29, 1982 (date of inception) 
through December 31, 1982 $ 36,591 

EARNINGS ACCUMULATED DURING DEVELOPMENT STAGE $ 85,463 

1 ^ Q JL J o 
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To: Branch Managers 
Prcm: Joseph Hahonev" 

Msnwrandum 

Date: October 20, 19^ 

Copies to: Dlstrlbutl on 
Subject: EPIC MORTGAGE INC Effert-v^ Pot- • Tn_ 

^ ZSh fetober 

« to ft?p2Si5S reSteSi"?1 ^ 
branch origination facilities throu^i your 
further noSce Vii ?ate3 811(3 fee3 are firm until 

^™^e11sA'Sy.,ttlSt ^ ^ (n0 ^^olds) unless 

NOTE: Caiposite «R disclosure Is required for all ARM loans 
MgJmni ratios for ARM loans-shall be 28n5bslng/S^e and 
36J debt/lncone, unless otherwise specified 

0[*E YEAR ARM 60 day quote 

CamitmsntTine #APClll-036 

^'fE^nSfraS'SlS?' Sllf^ and Interest rate ted- = nay change weekly on Tuesday. 

■ Dp to 95Z LTV To $150,000 10 3/8% 4.1/2 

10 34% 3 3/74 

11* 3 1A 

11 14% 2 1/2 

Up to dD X LTV Tb $230,000 10 3/8? i| 1/2 

10 34 X 3 3A 

11* 3 1^ 

11 14 X 2 1/2 

MARGIN: 2.75X 

2X annual, 6 34X 
life of loan cap 
2X annual, 6 1/2J 
life of loan cap 
2X annual, 6 14% 
life of loan cap 
2% annual, 6% 
life of loan cap 
2% annual, 6 34% 

life of loan cap 
2? annual, 6 1/1)% 
life of loan cap 
2% annual, 6% 
life of loan cap 
2% annual, SX 
life of loan cap 

CONVEKITBLE FEATURE: Not available 

Top 30X mortgage* 31x3 rT,arSin. 
UMted, register loans with Mary cS?? Investor funds 
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October 20, 1984 
Rioting Schedule 84-34 
Page Two 

MQKllxAGE INSURANCE: Coverage down to 72? for. owner occupied 

loans above 031LIV. 

UNDERWRrrrNG.RATIOS: Not to exceed .25/33?.. 

'BOnxWNS:. Not available : 

: ■| • ■ 1 •'* 1 ; r. \ \ » 
raQEEEK: Single family PHI25C acceptable, and approved condonrLniuras. 
Two to four unit structures limited, ..register with Mary Cast. 

REFINANCE: Not Available 

NEW THREE YEAR FT^/^E^YEAR ARM - 60 Day Quote 

|Rate nay adjust weekly on Tuesday 

. r '• : i 
Flan A_ . 

A one year ARM loan, with the interest- and payment rate fixed for the first 
three years. Plan;A Includes a 2/1 step buydown. 

Dp to 95Z LTV To $125,000 ($150,000) Year 1-10 3/8? 2 1/2 + 2.8S 

buydown fund 
Dp to 90? I/IV To $175,000 ($200,000) Year 2-11 3/8? 

Dp to &)? LTV To $250,000 ($300,000) Year 3-12 3/8? 
Margin « 2.875? 

Plan B 
A one year ARM loan, with the Interest and payment rate fixed for the first 
three years. 

Dp to 95? LTV To $125,000 ($150,000) 12 1/8? + 3 
Dp to .90? LTV Tb $175,000 ($200,000) 12 1/8? + 3 
Dp to 83? I&V To: $250,000 ($300,000) 12 1/8? + 3 

MARGIN:'2.625?: H 

^^tote: . Dollar arabunt in parenthesis require an additional 1/H? fee for 
^vwrer occupied loans and 1/2? fee for second home/investor loans. 

INTEREST RATE CAPS: 2? per adjustment (based on year 3 rate for Plan 

A); 5? life of loan cap 
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October 20, 19& 
Qjotlng Schedule &-34 
Page Three 

CONVERTIBLE: No 

pJVESTORS/SECOND H3MES: Yes, to 8DJ IflV and $200,000 (or to onn 
for an additional 1/2 of 11 frr^ ru.-. ^ ^ 5250,000 
i/9 _°Z * ptor ^ Investor loans, an additional 1/2 of 1% In rate, margin, and fee Is required. 

MCX^ACffi DiSORANCE: Ibp 20? coverage on owner occupied loans avove flOJ LT7 
to&f m and on all second home and Investor loSs. ^p^Jcover^ o^ 
owner occupied loans above 90 X LTV. coverage on 

ONC^VRniNG RATIOS: 25/33? for owner occupied loans above 90S LTV for 
secondjjome /InvBstor loans, and all loans with buydovms. 28^61fo? oSLr 

occupied loans of 90? UTV or less. 3 

T;^» ^ simple townhouse, or FWMA/JHI^C approved or aporovable 
condos ty HJHA. Limited availability of furxls for 2 to K mlt p^Ses 
and investor loans. No leasehold estates. properties 

iS 90f0r OWner c>ccuP0nts» for investors. Marimun cashout of 15?. Maxluun one refinance loan per borrower. 

SECONDARY FINANCING: loans may not Include secondary financing. 

BUYDOWNS: Seller subsidies not to exceed FNMA guidelines. 

ASSUMABILnY: Loans are due on sale, unless otherwise permitted by loan 

NEW llttKiifc YEAR ARM 60 Day Quote 

CcnmLtment Llne"T5PC133-04ii 
Rate may adjust weekly on Tuesday 

Up to 95? LTV Ho $125,000 ($150,000) 12 3/8? + 3 
Up to 90? LTV Tb $175,000 ($200,000) 12 3/8? + 3 
Op to 83? LTV To $250,000 ($300,000) 12 3/8? + 3 

Note: Dollar, amount in parenthesis require an additional 1/H? fee for 
owner occupied loans and 1/2? for second home/Investor loans. 
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October 2D, 19& 
Quoting Schedule 04-34 
Page Four 

BrreREST RATE CAPS: 2% per adjustment, 6% life of loan. 

MARGIN: 2.509 

CONVERTIBLE:.;. No ' 

INVESTOR/SEXXWD HOMES: Yes, to B0% LTV and $200,000, (or to $250,000 for 
an additional 1/2 of 19 fee). For all Investor loans, an additional 1/2 of 

19 in rate, nai^gin, and fee is required. 

M^HXiAGE-JNSnRANCK: Tbp 209. coverage on owner occupied loans above 809 
CTV, :to SD9 ISTV ;am on all second lyxne and Investor loans: Ibp 259 

: coverage on ovner oca^ied loans above 909 LTV. 

•.ONLSKWhiI'iNG RATIOS: 25/339 for C^ner occupied loans above 909 LTV for 
.second borae/investor loans, and all loans with buydowns. 28/309 for owner 
occupied loans of 909 LIV or less. " ^ or owner 

PROPERTY: SFD, fee sinple townhouse, or PNMA/JHLMC approved or aDDrovable 
by HJMA. Limited '-availability of fiiris for 2 to H tSt pr^ertiS Sid 

l^plnvestor loans. : No leasehold estates. 

BSKBttNCE: Jb 999 UTV for owner occupants, 839 for. Investors. Majduaxn 
cashout of 159. :Maxlirun one refinance loan per borrower. 

SECONDARY FINANCING: Loans may not Include secondary financing. 

BUYDOWNS: Seller subsidies not to exceed FNMA guidelines. 
2/1 or 19 buydown acceptable. 

ASSUMABILra: Loans are assumable subject to review of credit and a 
fee payable. * 

•15 Year FRM Conforming Loans (60 Day Quote) 
"^ScranTfanent Line # FTCIOO-Ol? A 

'/rZ 
Up to 959 LTV : To $114,000 13 $4* 3 + HC 

WESIORS: Ye?:, To 909 LTV, additional 3/H of 19 fee. 

BLKDOWNS/DISCOUNTS: As per FHLMC standards. Teniporary buydowns 
lay include ^/3/2/l, 3/2/1, or 2/1 on Junbo. Maximum seller contribution 

all sales concessions nay not exceed 109 of the mortmge 
(^^nount for 909 LTV and 69 for above 909 LTV. 
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•October 2D, 1984 
Noting Schedule 84-34 
Page Five 

lOlDSIt WFOTINa RATIOS: 28/36? 

^^;.„i^,aCCeptable' leaseholds and approved condominium units. 

Year FRM Jumbo Loans 

tfc^tment Line #EFC100-038 
I^ansN^ist close by November 10 

to 90J CSV To $150,000 13 5/8? + 2 PMI 
Dp to 8DJ LIVN^o $250,000^13 5/8? + 2 

INVESTORS: Not a\ 

SiSd ^ re?10e<J e084 ® 15 year 
""rff °Sr; . Wllfled at not more than 2X below rote rate^flfiUect full payntot differential between buydown 
and note^pate. Biydowns cost 3x3/1 ■ I1.85 points, 2/1 - 2.5 points. 

IG RATIOS: 28/36? 

FROEERTy: Single family attached, detached or FfJMA Ifype A and B. 

New 15 jear Graduated feyment Mortpaw (60 Dav Olio to) 

•Ccnxnitment Line FFC2X)-062 
A 15 year amortized fixed rate loan with a 5 year graduated 
payment period (7.5? Increase for M years with a lesser 
Increase In year 6). There Is no negative amortization. 

Dp to 95? LTV To $114,000 13.875? 2 1/2 + FMI 

First year payment factor /$1,000 - $10.1*502 
Elrst year effective payment rate - 9.513? 
Subsidy Cost '1.75 points 

INVESTORS: Not available 

^RTGAfiE INSURANCE: Coverage down to 72? for all loans above 
QJ A JUIV • ^ 

DNrERWRITING RATIOS: Not to exceed 28/36*. 
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October 20, 1984 
Quoting Schedule 84-34 
Page Six 

BUYDOWNS: Not available. 

PROPESTI: As per FNMA Including acceptable leaseholds. 

REFINANCE: Not available. 

30 Year Conforadng FRM Loans (60 day auote) ' 
UnasslgneH ! 

^ Dp to 95? L3V To $11U,000 13% 3 1/2 + 1 

13 1^? 2 1/2 + 1 PWI 
13 uzt-' i'i/n + i mi 

INVESTORS: Yes to 90? LTV. Additional l/i| m rate and 11 fee 
MI to 65? for loans above 8355 LTV. 

i^^JYDOWNS: As per FNMA 

UNIERWHITrNG RATIOS: 28/36J 

raOEERH: FNMA acceptable, including leaseholds 

30 Year Conforming: FRM loans vdth 5/3/I or H/2 Buydowns 
(60 Day Quote)   
•Coaxnitment Line EFCIOO-O63 

Op to 95X LTV Tb $11A ,000 13.5? 2 1/2 + PMI 

INVESTORS: Not available. 

MHTGAGE INSURANCE: Coverage down to 72? for above 83? LTV 
loans. 

O^WRITING RATIOS: 28/36? (Based on bought down rate) 

BOYDOWNS: S^/l at a cost of 8.25 points. 

M/2 at a cost of 5-5 points. 

''ROPERTY: FHLJIC acceptable. 

: ^^INANCE: Not available. 

i Q O «J u {'■ o 
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October 20, 1984 
Quoting Schedule 84-34 
Page Seven 

• .2.'^S£ PRM Loans (60 Day Quote) 
" .vpninltnent Llne~7talOO-^5<5'    

> Op to 8DJC UN lb $150,000 13 3/H% + 2 

Up to 75% LTV To $250,000 13 3/H% + 2 
Op to 70J LTV To $300,000 13 3/U% + 2 

INVESTORS: Not available 

WDRTCACE INSURANCE: Not required 

UNDERWRITING RATIQS: 28/30J • * ' 

BUXDOWNS: Not avallalbe 

hfc^iNANCE: Not available 

PROPEKTY: FNMA acceptable. No leaseholds or Type C condos. 

30 Year Jumbo FRM Loans (60 Eav Quoted 
ISnsslgned 

Dp to soj urv ib $150,000 in% + 3 mi 
Up to 8DJ LTV To $250,000 m% + 3 

INVESIOTS: Not available 

2/1 avallable- Borrower at no nore tten 

UNKHflRrriNG RATIOS: 28/36? 

FfiOPEKTI: FNMA acceptable. CondominlLrns only FNMA Type A or B. 

1993' 



^fctetober 20, 19& 
Rioting Schedule 04-34 
Page Eight 

freenbelt Co-op Loans: (60 Day Quote) 
Unconmitted 

Loan Types 

ttree Tear ARM 13 1/J{ 3 + HO 300 Ibrgln 
I 

H.VB Year ARM 13 3^ 3 + M 300' Margin 

15 Year Fixed 13 7/® 3 + bh 

30 Year Amortization/ 13 7/8? 3-^-pmi 

15 Year Balloon 

Optional Payment Cap: 7 i/2f per adjustment 

i^^Lncoln Service Corp. — Servicing Released 
■- Cannitment Line WUHiCOL-ooo '   

Sranches have access to Lincoln Service Corp. programs on a servicing 
reieased baslsprovlded EMI does not offer the 
current quoting schedule. *  proouct 



Comment 10 - Typical U.S. Home Model Home Program 

Guaranty Form 
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T . JUARANTY Or PAYNX:-• 

•".^jcinia corpcration ("Guarantor ) . 
' thr issuoc and outttar.di"c 

KHCREAS, Guarantor owns a., c. WISCONSIN corporation 
capJta: stock c£ TANMlS MODELS, INC.. a 

,thc "borrower"): 
rruT- nrST NATIONAL EnNK C. 

WHEREAS, Guarantor oesir" ^d.t LO the borrower. and 

ij|e'"Bank'will"acre®' t^extend credit to the borrower only ^ 
:he Guarantor executes this Guaranty. 

NOW, THEREFORE in con^iJ"a^®J|abie
tJonsideration!hthe 

credit given, and other goo . , tely and unconditionally 
undersigned Guarfn"^^e^en lue and at all tit.es thereafter 
auarantees prompt P8*™! bllity 0£ the Borrower to the 
of all indebtedness and liabiii > erit of even date 
Bank pursuant to a certain j »-he Bank providing for a 
herewith between the Borrower jnd ^Bank^ .ncloding 
loan in the principal amount of thereof, (the 
all renewals, modifications "indebtedness"), 
foregoing hereinafter referred to as tbe 

The undersigned hereby ^^^"^^Indebtedness, and 
this Guaranty, notice of ^ ""f '^theBank at any time 
notice upon the ,nakin^0r

e^"^ ■ "ns or modifications of any 
of any and all renewal!i' "^ersiqned also waives notice of 
of the b"d""SB0r^wer in oa^ment of. or performance 
any default by the Borrower i y as resentment, 
onder. any of th® ^^Jonor aAd demand for payment of any 
protest, notice of dls^n°^ition( the undersigned waives 
of the Indebtedness. iradditi ^ enforce payment 
„y right to ^ ""reSe" ^ .™ «> •" «' 

i •s 

for, "r take any action in respect of 
Indebtedness. 

 ,.v,at without affecting 
The undersigned hereby agr ^ ^ tin)e to 

the liability of .Gua"n^'uSersigned/grant renewals 
time and without notice ^ ^ "tions \0 the Indebtedness or 
of, extensions upon, or nces to the Borrower which, 
grant any indulgences consent, violate or may be 
in the absence of the of the Borrower respecting 
deemed to violate the og^eeme similarly( from time to 
any or all of the Inde e ' nt of the undersigned, the 
time, without notice to ®r action or non-action of the 
tank may give its Such consent, violates or 
borrower which, in ab^ flarecments of the Borrower with 
„v b, ceemec .o v.o .« tnj 
respect to any or all of tne 

The undersigned ^urt^eg p^eredttotapplyBto the Borrower's 
i: revocably auth°"Z^nr as it S see fi?, any payment or 
indebtedness to the ^nk as^t^ 
payments made to it oy 

This Guaranty is made and f^^"^terll^'ors^rtS. 
all indebtedness, wl.thoUV s if any, or to the validity 
or guaranties, or other g thereof; and any and -all 
or effectiveness of any and anties and other obligors, 
such collateral and security Jj*. , , notice to or consent 
if any, may, from time ^ ' ;ieased, surrendered, exchanged, 

Z ...ecun. 

ij 

l 
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c: jr.p.'ii rinc ^ oi the undorsicr.t : 
~; i-ec thai iJ'.l- unci.r s : cnod ' s } ; afci ) > ly t.t; i'u:..•iv«-ra] 

jnd ancopt'r.dent cf any other quarantics at ar.y 
riioct vith r'T.pcct to a]J or any part of tho hciicw. ; 'l 
I r.crl:! no i?: to the i-anK( ar.d l);at tho undi;: Sicr.i'd 1; - ;1; t \* 

cundi-r r.ay bo enforced rc-oa rc ] oss oi thi c>;; sic.-.cc v'. am- 
such ether cu^rantaet.. 

The Guarantor acrees to deliver to the Hank w;thii; yu 
;.iys zi'-cr the close ol each f:scal year a ccn^ol idat<c 
juiiit report prepared by indepondent certifj<-c publ:c account- 
ants. or other accountants acceptablc to the a.-.t; 
-jthm -15 days after the close of each quarter of the under- 
sjened's fiscal years, consolidated and consolidatinc balance 
sheets as of the end of such period and consolidated and 
consolidatina profit and loss and surplus statements certified 
as accurate by the undersigned. 

This Guaranty shall terroinate and be of no further 
force and effect, if, within 15 days after notice of the 
Bank's commencing any action to either foreclose the Mortgages 
or Deeds of Trust securing the Indebtedness or collect the 
promissory notes evidencing the Indebtedness or enforce this 
Guaranty, the Borrower shall have executed and delivered to 
the bank deeds legally sufficient to convey to the Bank the 
Borrower's entire right, title and interest in and to all of 
the land and improvements then encumbered by such Mortgages 
and Deeds of Trust, in satisfaction of the indebtedness, or 
the Bank at its option shall have acquired absolute ownership 
(as opposed to being a pledgee) of the capital stock of 
Borrower. 

Notwithstanding the fact that the Borrower is a single 
purpose corporation and the Guarantor owns all of the capital 
stock of Borrower and exercises substantial control over the 
activities of the Borrower, the Bank recognizes that Borrower 
is a separate corporation and agrees that it will not attempt 
to pursue any action against Guarantor with respect to the 
Indebtedness except under this Guaranty, or except in the 
event of the fraud or wilful misconduct of the Guarantor. 

This Guaranty shall also bind the heirs, successors and 
assigns of the undersigned and shall bind and inure to the 
rank, its successors and assigns, and the holder and any 
subsequent holder of the notes evidencing the Indebtedness. 

This Guaranty is to be governed and construed by the 
laws of the State cf Illinois. 

executed as of the date first above written. 

EQUITY PROGRAMS INVESTMENT 
CORPORATION 

BY : 

I,; 

-2- 
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Board of Directors Resolution Re: 
Ratification of Payment of Preferred 
Stock Dividends 
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COMMUNITY SAVINGS & LOAN, INC. 

Written Record of Action 
of the 

Board of Directors 

We, the undersigned, being all of the members of the Board 

of Directors of Community Savings & Loan, Inc., a Maryland 

savings and loan, do hereby take and adopt the following 

actions and resolutions: , 

RESOLVED, that the dividends declared 
and paid by the Association on the issued 
and outstanding shares of its Series "A" 
Preferred Stock, through the date hereof, 
as more fully set forth on Exhibit "A" 
hereto be, and the same hereby are, 
ratified and confirmed. 

DATED this 20th day of November, 1984. 

Tom J. Billman 

Clayton C. McCuistion 

James B. Deerin, Jr. 

Elaine A. Dudash 

John D. Faulkner, Jr. 
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Comment 11(E) _ rv,™, u 03Py of Memorandum Re: Business 
Transactions and Loans with 
Controlling Persons 
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TO: _ 

From: 

memorandum 

Senior Management Qate:  1 1-28-84 

DlCk Deerin Cop.es to: G- Swindell 

Subject 
Transactions and Loans With "Controlli ng 

Persons" 

Under the Maryland law and regulations, transactions between 
Community Savings & Loan and "controlling persons" (as defined) and 
loans from Community Savings & Loan and controlling persons require 
certain actions to be taken. 

Fof our purposes "controlling persons" are Tom Billman and Clay 
McCuistion and EPIC Holdings, Ltd. (including those subsidiaries of 
EHL which are not part of Community Savings & Loan). 

• u A controlling person may engage in a "business or transaction" with Community Savings and Loan only if (1) there is full disclosure 
of the business or transaction and the nature of such controlling 
person's interest to the board of directors of Community, (2) the 
transaction is approved by the board, and (3) any profits accruing 
to the controlling person are not at the expense of Community 
Savings & Loan. , 

Loans by Community Savings & Loan to a controlling person must 
be approved by the board of directors, the security for the loan 
must be appraised, and the Director of the Division must approve the 
loan. 

^ is extremely important that each of you be aware of the 
legal and regulatory framework governing these transactions. Td the 
extent you become aware of transactions or loans in your planning 
which may fall within the above restrictions, please let me know so 
the matter can be properly presented to the board of directors for 
consideration. 

If you should have any questions, please feel free to call me. 

JBD 

To: Tom Billman 
Joel Bernstein 
John Carroll 
Elaine Dudash 
John Faulkner 
John Frame 
Ron Frazier 
Gene Isaacs 

Bob Kemp 
Kent Levenson 
Clay McCuistion 
Barbara McKinney 
Larry Mathias 
Lenny Meltz 
Jack Higgle 
Mike Shomper 
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H A R K > rtlrr.HI 5 
GO\-! K'OR 

FREDERICK L. DEWBERRY 
SECRETARY 

fil ATE Ol V. 1.1, v ! 

DEPARTMENT OF LICENSING AND REGULATION 
DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 

THE 8P0KE RA 01. iun t eoo 
34 MARKET PLACE 

Baltimore, marvlano 21202-4076 
301/659-6330 

C HAK LE S H, BROWN, 
DlKl C T Ok- 

^ILLIAM S. LECOMPTE, 
DEPUTY DIRECTOR 

MEMORANDUM 

TO: 

FROM : 

RE: 

DATE: 

Joseph J, Barbera, Chief Examiner 

Charles F. Endres 

Community's Response to Supervisory Letter 

December 26, 198^ 

Comment i: C-e> k, lakktio+j ^ F ^oa^s - /<5 0/r 

The association states on Page 2, Paragraph 3 the following: 

The association believed in good faith that the 
amendment to Regulation .30A(l) had been only and 
properly made and was entitled to rely thereon." 

(Regardless of the above, "Community is still in 
violation of Regulation .30A(1)".) 

Comment 2: - c r ^ 70 

Section 9-^19C 

"This section does not prohibit a state chartered savings 
and loan association from making any investment that is 
permissible for a federal savings and loan association." 

page 3, Paragraph 1 states in part: 

— Board has no authority to limit by Regulation, this specific 
legislature grant of authority  

0 I1ID22 
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Therefore Community states, pursuant to the Federal Tie-in statue 
cited above, such loans are specifically permitted to be made by 
Community Savings and Loan. 

Further, Page 3, Paragraph (A) speaks of Board of Savings and Loan 
Commissioners amending Regulation .30C(13)(6) to specifically permit 
first mortgage loans on non-owner occupied residential properties up 
to 95$ loan to value provided that such loans are covered by private 
mortgage insurance Association believes this regulatory amendment 
was only approved by the Board, but it has never been published in The 
Maryland Register. . 

If above is acceptable to Division, Comment 2 needs no further reply. 

Comment 5: THAv goOt cF /Js^eTs 

Refers to Regulation .300(1) (Homeowner Loans) 

Reply on Page 5, Paragraph 3 refers to "Federal Tie-in" provision -- 
The association states: 

"We submit that, since federal associations have no specific 
limitation between owner occupied and non-owner occupied 
residential loans, the association has the right to make 
loans without regard to per-centages of owner occupied 
versus non-owner occupied. 

Again if Division agrees to this interpretation of B-MsCc) no further 
action is necessary. 

Comment 8: 0K 

If association is referring to Regulation .30C(1), assets of 
said commercial banks need to be checked to see if they meet re- 
qui rements. 

Comment 10: /*> sz/LVte.£ 

If facts as presented in association's reply to the Division 
are deemed correct -- no further action in regards to this comment 
is necessary. 

Comment 11: <3.£5T'oa-< d ^ ?£> n. g- 

(D) Reply does not state if "option" has been assigned to one of 
the association's duly constituted service corporations or some other 
eligi ble ent i ty. 
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TO: Paul V. Trice, Jr. 

FROM: Martin W. Becker 

RE: Community Division 

DATE: December 20, 1984 

COMMENT 1 

/ ' ' 
\j o-jj' 

0 ^ ! 

(U- (h*MJ A** caJc 

A**- A£Aj2^Qe/ . 

The comment alleges that the association has violated Regulation .30A(1) 
concerning concerntration of loans. Specifically this Regulation states: 

Not more than 10 percent of the assets of an association may be 
due from any one person, partnership, company, firm, or copora- 

, °r an-y combination of these, that is beneficially owned or 
controlled, either directly or indirectly, by one person, part- 
nership, company, firm, or corporation, or any combination of 
these. 

At issue is: 

d" association claims that the Regulation was amended by the Board of Commissioners on February 9, 1984. This amendment raised 

< e P!:Cent 1^mitat"'on t0 20%. However, the response indicates that the amendment was withdrawn. The association claims to have 
relied on the amendment prior to its withdrawal in good faith. 

2. The examiners indicate that perhaps all the EPIC limited part- 
nerships should be treated as a loan to one borrower. The associ- 
ation disagrees. 

COMMENT 2 

The examiners allege a violation of Regulation .30C(13)(b) The Reau- 
lation states: y 

that on insured loans secured by improved residential non home- 

Qnoner/Llmpr0
(
ved commercial property, the loan may not exceed yU/u of the market value of the security.1* IIID23 

?n!ncflCdlly the dssociation is faking non recourse 95% loan-to-value ratio iud n s. 

a^"STati0n asserts two claims. First, under Section 9-419(a). the 
a^nr ^ n ?? a u1n t0 FSLIC 1nvest'nent authority. Second, the ociation recollects that the Board of Commissioners amended 30(13) 

tn'the Ml^a„PdrRiq
t
is

9
t

5er
,0an"t0"Valu<! ,0anS' ,,owever' U was never pubTWd 

I I • I .|sl I I v Mf'f. .11 S|i. , I • Si (If. . • I ' • I ' .li ........ M .. . I . . III. . .   
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Paul V. Trice, Jr. 
December 20, 1984 
Page 2 

COMMENT 3 

Appears supported by the association. 

COMMENT 4 

Appears supported by the association. 

COMMENT 5 

™nme ®?a"nners.a11e9e that the association is in violation of Regulation 
;Sin^i1Ch reqUlreS ^ least 50 percent of the association's loans to be 
It 1? ThWner"0C^UE- The exarn*ners calculate the actual percentage 
q /no? wJ?6 asserts that under the "Federal Tie-In" Section 9-419(c) that no distinction, exists therefore they should not be bound 
Further, the association indicates that since they are acting as mortgage 
bankers, compliance with the structure of the regulation is difficult. 

COMMENT 6 

Appears supported by the association. 

COMMENT 7 

1- Association admits accounting error and will correct. 

2 Examiners indicate a management fee of $50,000 a month to 
Epic Holding . They do not explain if this is unreasonable 

or not. 

COMMENT 8 

Examiners point out deposits as follows: 

John Hanson $5,000,000 

J?ru"y®r Bank $5,000,000 
Crocker Bank $2,007,671 

I£f/SS!!CiaJi0r\W1'!1 correct John Hanson excess over $100,000 but indicates that under Regulation .31 the investment in the banks is Remissible 

COMMENT 9 

^ ,-Th5 ex?!"iners c!airn a deficit of $150,000 in the amount of fidelity bond required. The association disputes any defecit. 

COMMENT 9 

mpnt/fn :rrrs a11e9e.a violation of Regulation .34B concerning invest- 
Tho fva ■ corporations not exceeding 2% of the association's assets 

investmentraVeT^6 ^ t0tal lnvestment Percentage at 9.2%. The primary 

Investment in EPIC $ 5,366,494 = 
Guaranty of Payments $25,199,531 = 

9702'/ 



Paul V. Trice, Jr 
December 20, 1984 

Page ? 

as the shares of preferred stock were redeemed by the assoc ^n ^ 

as ^ega? standpo^t!1" Re9Ulat10" MS SUPPOrted *"» .ccoun^'.s 2n 

dAi C?ncern1n9 the "Guaranty of Payments" from EPIC to various of its «tiih 

of tMseactiWtv th® "sociation asserts HSSIC and the Division have knowledge 

The association is in compliance*if these two categories are exluded. 

COMMENT 12 

Minor violations. 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATinn 

regular meeting of DIRECTORS 

WEDNESDAY. MARCH 23. 1983 

The regular monthly meeting of the Board of Directors of Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corpora- 

tlon. 901 North Howard Street. Baltlniore. Maryland on March 23. 1983. 

The following Directors were present: 

Frances F. Anderson Henrv R pi en*/- 

Joseph^pf^Carrol 1 OohnVvfXr. Jr. 
Michael j. Dletz Judith"il '"Slir""' Jr' 
Jerome F. Oollvka W l 
John C. Donohue, Sr. * Ne^el<l 

Others Present: Charles C. Hogg. II. Executive Vice President; Ralph fc 

Holmes, Senior Vice President; Paul V. Trice, Jr.. Vice President; 

Hartin W. Becker, Financial Analyst; Patrick M. HcCracken. Adminis- 

trative Coordinator; Terry F. Hall, Venable. Baetjer and Howard; 

Charles H. Brown. Jr., Director, Division of Savings and Loan 

Associations; John J. Pretko and Cralg T. Garrison. Union Trust 

Company of Maryland. 

Hr. Faulkner called the meeting to order at 9:26 a.m. and noted that 

a quorum was present. Mr. HcCracken acted as Recorder for Hr. Hogg as Secretary. 

Hr. Hogg introduced Hr. Craig T. Garrison from the Trust Department 

of Union Trust Company and indicated that Mr. Garrison is now fining the role 

Of Harry White concerning the MSSIC and CRF portfolio. 

Mr. Pretko reviewed the Investment Reports, and following a general 

economic narrative, he suggested extending the average maturity of MSSIC's 

Investments from si, months to seven-eight months. It was the consensus of 
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the Board that this be done. Messrs. Pretko and Garrison were then excused 

from the meeting. (Copies of the Investment Reports are attached to the 

permanent file copy of these minutes.) 

Mr. Dietz asked If copies of Mr. Pretko's monthly narrative could 

be distributed to those Board members Interested In receiving them. 

Mr. Faulkner requested that Mr. Hogg pursue this request. 

Mr. Nelfeld noted that his Tiotes from the previous Board Meeting 
* 

did not Indicate that Chevy Chase Savings and Loan, Inc. had been among those 

granted a waiver of the late filing of the January 1983 PPR. He asked for 

clarification regarding their appearance In the minutes of that meeting 

under the aforementioned section. 

Mr. Hogg responded that Mr. Neifeld was correct and that a correction 

to the February 23, 1983 minutes striking Chevy Chase from the waiver section 

will be noted and waiver of that penalty will be placed on today's meeting 

agenda. 

Mr. Dietz motioned to waive the reading of the minutes of 

February 23, 1983 Regular Meeting of Directors as amended and Mrs. Anderson 

seconded the motion. Upon a vote the motion was passed unanimously. 

During a review of the Treasurer's Report Mr. Hogg stated that In 

follow-up to Mr. Neifeld's coranents of last month we have moved completely 

to full accrual. 

Mr. Neifeld asked why Special Deposit Fund interest should not be 

netted out of the MSSIC monthly financial statement. Mr. Hogq suggested 

that Mrs. Anderson and Messrs. Neifeld, Kohr and he discuss this adjustment 

following the Board Meeting. 

Mr. Hogg Indicated that several members (Kent, Hopkins, Hestowne, 

Baltimore American, Ellwood, Northfleld and Enterprise) were late In 
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submitting their Capital Deposit adjustments. He further stated that due 

to the penalty of 6% for late filing, the total amount of all penalties 

Involved was not significant. The total was $155.92. 

Mr. Elsnlc made a motion that a waiver of the penalty for late sub- 

mission of Capital Deposit Funds for the above mentioned merrtber associations 

be granted. Mr. laudeman seconded the motion which was carried unanimously. 

Following this Mr. Dletz made a motion to accept the Treasurer's 

Report to which Mr. Bass added a second. Upon a vote the Treasurer's Report 

for the period ending February 28. 1983 was unanimously accepted. (A copy of 

the Treasurer's Report Is attached to the pemanent file copy of these minutes.) 

Mr. Elsnlc reviewed the March 9, 1983 Membership Conmlttee Meeting 

Minutes. During this review he noted that $6-$10 million or more of the 

loan portfolio of First Maryland Savings and Loan. Inc. appears to be for 

out-of-state properties. He also Indicated that it was the reconnendation 

of the Membership Committee to the Board that Chesapeake Savings and Loan 

Association's conversion to stock be approved subject to the approval of the 

Director of the Division of Savings and Loan Associations. 

Mr. Neifeld motioned that the minutes of the Membership Coimittee 

Meeting of March 9, 1983 be accepted. Mrs. Anderson seconded the motion and 

it was passed unanimously. (A copy of the Membership Cormnttee Minutes is 

attached to the permanent file copy of these minutes). 

Mr. Laudeman made a motion to approve the conversion to stock on the 

part of Chesapeake Savings and Loan Association subject to the approval of 

the Director of the Division of Savings and Loan Associations. Mr. Bass 

seconded the motion. During a discussion of the motion, Mr. Dollvka suggested 

amending the motion to Include a delay In entering into an insurance agreement 

which he Indicated Is required under Section 3-211(C)(2) of the MSSIC Rules 
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and Regulations. Chesapeake's net worth to savings ratio as of 2/28/83 

equals 2.022, which is under the mandatory 3% requirement. Upon a vote 

the amended motion passed with Ms. Miles abstaining. Mr. Dolivka made 

note of June 1, 1983 as the date which Chesapeake should exceed a 3% net 

worth to savings ratio. 

Paul Trice reported the following on Ridgeway Savings and Loan 

Association: 

1. He anticipated receiving an executed hypothecation agreement 

in the amount of $50,000 on Monday, March 28, 1983. 

2. He also anticipated receiving on that same date a contract of 

sale for their office building located at 9095 Frederick Avenue, Ellicott 

City, Maryland. 

3. He noted that because the sale of this building is a related 

party transaction, it requires the approval of the Director of the Division 

of Savings and Loan Associations. 

4. He said this transaction should take place within a matter of 

30 days and should result in a gain of $50,000 profit on the sale. 

5. He indicated that the combined increase of $100,000 in net 

worth should elevate this association's current net worth to savings ratio 

from Its current 1.94% (as of 2/28/83) to approximately 25 basis points 

above 3%. 

In response to questions Mr. Trice indicated that Ridgeway has 

had one independent appraisal done on their office building and that the 

contract of sale had no buy back provision. He said that he would ascertain 

on 3/28/83 the amount of rental which would be charged to the association 

following the transaction. 
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Mr. Brown stated that Mr. Farnandis. President of Ridgeway. has 

asked for a conference to discuss the possible conversion to stock of his 

association. To this Mr. Trice added that this proposed conversion would be 

four to six months away and that it was his understanding that Mr. Farnandis 

Intended to carry out the entire conversion himself with no outside assistance. 

Mr. Oollvka noted that the entire question of Rldgeway's net worth 

should be resolved by April 30, 1983. 

Hearing no Old Business, Mr. Faulkner moved to New Business. 

Under New Business Mr. Hogg Indicated that together with the previously 

noted addition of Chevy Chase Savings and Loan. Inc., the following associations 

requested a waiver of the penalty for the late filing of the Periodic Perform- 

ance Report: 

Columbian Building Association 
Enterprise Building and Loan Association 
Liberty Savings and Loan Association 
Parkwood Building and Loan Association 
Westowne Savings and Loan Association 

With the Indication that the above listed associations were eligible 

for a waiver. Ms. Miles made the motion that waivers be granted. Mr. Elsnic 

seconded the motion and the vote was unanimously favorable. 

Following Mr. Hogg s report of the Nominating Connittee Meeting 

(minutes for which had previously been distributed). Mr. Laudeman motioned 

that the Board accept and thereby approve for nomination the following persons 

for a four year term as directors beginning in April 1983. 

Those nominated were: 

Michael J. Dietz 
Terry L. Neifeld 

Mr. Dolivka seconded the motion and the vote was favorable with 

Messrs. Dietz and Neifeld abstaining. (A copy of the Minutes of the March 10. 

iting Connittee meeting Is attached to the permanent file copy of 
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these minutes). 

Under the report of the Executive Vice President, Mr. Hogg gave 

the following review of his meetings with the management of the seven 

members listed. 

1. Comnunlty Savings and Loan, Inc. - visited on February 17, 1983 

and reports that the stock swap with their subsidiary EPIC should bring them 

Into net worth compliance by March 31, 1983. 

2. First Maryland Savings and Loan, Inc. - visited on February 28, 

1983and held a subsequent meeting with their counsel and expects them to 

sign an insurance agreement on March 28, 1983. 

3. Chesapeake Savings and Loan Association - visited on March 3, 

1983. He said that the Board has acted today to approve this association's 

conversion to stock and that he anticipated slower but controlled growth. 

4. John Hanson Savings and Loan, Inc. - visited on March 4, 1983 

and they intend selling $3 million in additional stock. Thereafter, the 

association should continue to grow while maintaining a positive spread. 

Mr. Dolivka asked what date John Hanson anticipated the sale of 

this additional stock to take place. Mr. Hogg indicated that he would 

seek an answer to that question. 

5. Friendship Savings and Loan, Inc. - visited on March 18, 1983 

and they expect to reach a breakeven point in March or April. They are 

exploring subordinated debentures. They have a good discounted loan port- 

folio and they recognise the need to diversify their deposit gathering ability 

outside of a highly sophisticated savings marketplace. They have enhanced 

their data processing. In conclusion, Mr. Hogg said that he was now more 

comfortable with the situation at Friendship, although further growth In 

net worth is required. 
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6. Municipal Savinqs and L„an Association - visited on March 2o 

1983 and he said it appears this association Is a we,, o^ani.ed. we,, ™ 

company which has grown rap«ny and does not have a ,ot of sources of capita,. 

Hwy are preparing a detailed letter to the HSSIC Board. 

«r. Dfetz noted tint he understood that Municipal's attempt to 

convert to stock had been defeated by the depositors of the association. 

7. Second National Building, and Uan. Inc. - visited on March 22. 

"83. He said they are doing very well In that their earnings In 1982 were 

positive and ve^ strong. They are actively exploring the sale of additional 

Stock as well as subordinated debentures. They have submitted a for™, request 

to the Division regarding acceptance of Appraised Equity Capital. They feel 

somewhat stuck with a 10% passbook In a declining rate envlr^nt which Is 

squeezing their profit margin. They wo^d like to reduce this rate in orter 

to relieve the pressure. 

Mr. Hogg indicated that he had not yet with Fairfax. Eastern 

and Custom because he felt the low net worth associations were a priority. 

Nr. Neifeld expressed concern regarding the implementation of 

insurance agreements in cases where a „et worth decl1nes t0 3, or 

'«s. He cited Municipal Savings and Loan Association specifically. 

Mr. Hogg responded that he would agree it is time to implement more 

rapid compliance with the net worth requirements. 

Dollvka added his concern regarding Section 3-211(0(2) which 

he read into the record of the meeting: 

"(c) If the total net worth of a member association declines to 

3.00% Of the aggregate withdrawal value of its free share accounts 

on the last day of its fiscal quarter or any month, the member shall 

be required by the Board of Directors of the Coloration to enter 

Into an Insurance Agreement." 1.Q9'4 



Mr. DoUvka said that avoidance of the regulation could be a 

serious mistake and that the Board ought to act in this regani. He 

s^gested setting up definite dates on which co^liance with the re.uire- 

t to exceed 32 or enter Into an Insurance Agreement will be effective. 

He nevlewed three dates he had recorded: 

First Maryland Savings and Loan. Inc. - 3/28/83 

Ridgeway Savings and Loan Association - 4/30/83 

Chesapeake Savings and Loan Association - 6/1/83 

Nr. Hall commented that one of the problems with this rule com*™ 

the definition of an Insurance agreement. Mr. Hall Indicated that perhaps 

the meaning of "an insurance agreement- could be clarified, however, the 

further defining of the tern could prove to be counUr-productlve as we,, 

« Itattlng. it is a problem of practicality. Hr. Hal 1 went on to 

explain certain standard provisions which may be included in an Insurance 

Agreement as follows: 

requiring a budget proposal 
- limiting the member's ability to merqe 

default provisions e*Pe""tur« "her extraordinary activities 
consent to cease and desist orders 

- granting MSSIC the right to negotiate merger 

Mr. Ha,, concluded by stating that 90? of an insurance agreement 

is standard to the industry. 

Hr. Hogg said that staff notifies meobers of violations,/but we 

have not necessari,y ouicKly entered into insurance agreements. 

Mr. Bass counted that there is a need to be rcore flexible. 

Mrs. Anderson said that she believed we could have both flexibility 

and an Insurance agreement. 

Mr. laudeman suggested a possible solution as having ,11 members 

sign an Insurance agreement which triggers at 3%. 1 
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Mr. Hogg indicated that North Carolina Savings Guaranty Corporation 

has an insurance contract which works similarly to Mr. Laudeman's suggestion 

Mr. Faulkner said that FSUC has a similar plan. He added that 

everyone agrees with Mr. Oollvka In principle. He said that the staff main- 

t«1ns a open dialogue very closely with the members who are in violation of 

the net worth requirement. He Indicated that he felt that staff in a more 

normal environment will proceed to Implement Insurance agreements as they 

are required. 

Mr. Holmes indicated that he would sooner see some type of change 

In the rule to allow for greater flexibility and a change In the rigidity of 

32. 

Mr. Hoqq concluded this discussion by stating that staff will draft 

some alternatives to the rule and present them to the Board. 

Mr. Hogg reviewed the proposed Service Corporations Reporting System 

and said It will indicate the Impact service corporations have on the parent. 

Mr. Neifeld inquired as to the number of member savings and loans 

which currently have service corporations. 

Mr. Trice responded that 20-25 MSS1C associations currently have 

one or more service corporations. 

Mr. Hogg asked for the Board's authority to proceed with this report- 

Ing system and make it mandatory with the penalties to be the same as the late 

filing of the PPR. Mr. Neifeld made the motion to authorize the requested 

action and Mr. Dolivka seconded it. Upon a vote the motion was passed 

unanimously. 

Mr. Faulkner commented that across the country savings and loan 

associations are gearing up in service corporations and this represents 

Increased risk. Therefore, he noted the preceding action by the Board was 

very appropriate and Important. 19 3 i 
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Hessrs. Hogg and Hall gave a very extensive report regarding t 

efforts and difficulties encountered thus far in pursuit of a Central 

Investment Fund for meters. They stated that this Issue required furtl 

study and that they were pursuing It actively. 

Mr. H099 said that we need to find a way to reduce the cost of 

- being a member of KSSIC. because we are now rcore than ever costing wit 

FSUC to be the savings Insurance company of our members. Mr. Hogg prop 

that a conmittee to study MSSIC premium restructuring be fomed. Nmks i 

suggested included Messrs. Weifeld. Uudeman. Otto and Moore. Mr. Hogg 

*lso mentioned that this committee should Include an outside person with 

expertise in actuarial statistics and someone who Is familiar with estab- 

lishlng premiums based on risk levels. 

Mr. laudeman motioned that a Premium Restructure Corcnlttee be 

•V established allowing the selection of member to be that of the Chalman 

of the Board. Mr. Bass seconded the motion and it was passed unanimously 

Mr. Hogg forewarned the Board that this was a technically difficult assig, 

ment and that his projected time frame Is 60 days before any reco^nda^u 

will be given to the Board. 

At this point Mr. Carroll left the meeting; therefore, he did not 

participate In any further Board action or discussion. 

Mr. Hogg gave a report on his and Mr. Trice's attendance at a 

recent Board of Directors meeting at Enterprise Savings and Loan Associati, 

The major concern expressed by that association's board dealt with an 

crease in the Capital Deposit due to savings growth as of 12/31/82 and a 

^ fairly drastic decline in savings In January and February of 1983. Follow- 

ing 4 discussion of this matter It was the consensus of the Board that staf 

Study this further and proceed asU.feels Is appropriate. 

JL U yj L* 
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Mr. Hogg conmented that one Issue which has delayed First Maryland 

from signing the most recent version of the insurance agreement is a grece 

period on the default provisions. He said that they have agreed to sign the 

Insurance agreement containing minor revisions on Monday. March 28. 1983. He 

said he would meet with the association's attorneys on March 24. 1983. 

Mr. Holmes stated that most of the points from the Board of Comis- 

sioners meeting have already been covered by comments made during this meeting. 

Mr. Hogg reviewed the following details concerning the MSSIC line of 

credit: 

- the total line will be in the $50-$65 million range 

- First Chicago is willing to take 80% of total (Mr. Hogg said he 

was not entirely comfortable with that idea). 

- Riggs is going to stay in 

- Union Trust is going to stay in 

- Equitable is having problems with pricing but he expects them to 

stay in 

- Maryland National is having a problem with collateral and terms of 

notes 

- Mellon - has expressed a strong interest at lending officers level 

in entering 

- Mercantile - Phil Jones is presenting a $5 million entry to his 

lending committee 

Mr. Hogg said he has been having talks with Travellers about longer 

term facilities for $50 million. He said Travellers will probably want a one 

year phase in period extending J25 million until they get used to us. 

Mr. Hogg concluded his remarks by indicating that by April 30. 1983 

« will enter our bank credit line agreement for at least $50 million 
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Mr. Hogg requested a resolution from the Board authorizing the Executive 

Vice President or any Assistant Secretary to act on behalf of the Corpo- 

ration In the completion of the Loan Agreement, as follows: 

RESOLVED, that the Executive Vice President and any Assistant 

Secretary of Maryland Savings-Share Insurance Corporation (the "Corpora- 

tion") be. and they are hereby, authorized, empowered and directed. In the 

name and on behalf of the Corporation, to (1) negotiate, execute, and 

deliver to the banking institutions listed on the Tenn Sheet attached 

hereto as Exhibit A and The First National Bank of Chicago as Agent, a 

Loan Agreement which shall Incorporate substantially the terms set forth 

on the attached Tem Sheet, and such other terms and conditions as such 

Executive Vice President and Assistant Secretary shall, in their sole 

W discretion, dee* appropriate, and (11) execute and deliver such documents, 

and take such other action, as shall be necessary for the Corporation 

to fully perform under the terns of such Loan Agreement and any documents 

described therein. 

further RESOLVED, that any Assistant Secretary of the Corporation 

is hereby authorized, empowered and directed to certify to the aforesaid 

banking institutions and Agent a copy of these resolutions and the specimen 

signatures of the aforesaid officers of the Corporation and to certify that 

such banking Institutions and Agent may consider such officers to be in 

office and these resolutions to remain In full force and effect until 

written notice to the contrary shall be given by the Corporation in the 

manner provided in the aforesaid Loan Agreement." 

The approval of this resolution was motioned by tlr. Dietz, 

seconded by Mr. Laudeman and upon a vote unanimously approved. 

At this point Mr. Donohue left the meeting; therefore, he did not 

participate In any further Board action or discussion. 1934 



I 

Mr Becker entered the mee«„3 and reviewed the Net Worth 

pdate. During this review there was a discussion on Atlas Savings and Loan 

Association he.ng used as a conduit for CD's for Sha^n/Securlty Savings 

- l-n. Another discussion also occurred 1„ reference to Bay State Savings 

- Loan Association's drop 1„ net wortl, due t0 sav)ngs ^ ^ ^ 

^ had <,,SCUSSe,1 ««<»t1ona, capita,Nation plans with Bay State. 

Hr. Nelfeld asked what consideration had been given to the methods 

and procedures used In accruing Interest on those long tern certificates 

"hlch pay simple Interest at maturity and also of the potential liability to 

the Corporation 1„ the event of default. He further Inquired as to what 

effect these types of savings Instructs, when considered with the potential 

dividend liability, might have on the reserves/net worth of those meters 

offering them. 

Hr. Faulkner agreed that these areas of concern represented Increased 

Hsk to the Corporation. To answer Hr. Neifeld's questions Mr. Faulkner asked 

Hr. Hall to review and develop our legal position yarding accmed interest - 

-d asked staff to gather sufficient data to determine the accounting treat- 

p acticed in the industry through a supplement to the PPR. 

Mr. Becker was then excused from the meeting. 

Hr. Hogg stated that Mr. Hall has prepared a ten page opinion related 

to the issue of members' advertising. 

Mr. Hall reviewed this opinion which he said he had not signed at 

this point because he did not want to inadvertently restrict or inhibit this 

Board by Signing an opinion. He added that if after consideration of the many 

points and ramifications of the unsigned document the Board wished hi™ to 

formalize it with his signature, he would with no reservations. 
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Some of the material Mr. Hall reviewed regarding the menbers' 

advertising was as follows: 

1. Current regulations (MSSICs. the Division's, and Cohereial 

Uw) have a common thread which regulates against -False, misleading or 

deceptive" advertising. 
' i i * 

^ "SSIC ^as ^our alternatives to violations: 

a. Issue a cease and desist order 

b. issue a temporary cease and desist order 

v c« expel the member 
•4 

: d' brin9 suit and file an injunction against the member 

3. His overview Is that the current rules are In a place to 

deal with the problem. 

4. His future view is that: 

a. anti-trust provisions make control of rate advertising 

extremely difficult 

b. guidelines of advertising could be made into regulations 

but this action may not prove practical re: enforcement 

and monitoring 

5. His sunmary is that rate control not be contemplated but that 

regulations similar to the already published guidelines be considered as 

an alternative. 

Mr. Hogg said that he would prefer to operate as staff currently 

does by contacting the guideline violators and taking appropriate measures. 

Mr. Laudeman indicated that the flexible view of guideline violations 

was to address them in general or in specific instances. 

Mr. Hogg stated that he has asked Mr. Season, President of North 

Carolina Savings Guaranty Corporation to be the dinner speaker at this 
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year's KSSIC Annual Meeting. He also indicated that photocopies of the 

financial statements from louche Ross & Co. will be mailed to the members 

with an Informational letter concerning] the particulars of the Annual Meeting. 

Mr. Hogg discussed with the Board a change to the MSSIC By-Laws - 

Subtitle IV. Section 2-401 through 2-409 Inclusive. This section addresses 

the matter of officers of the corporation and relevent information which 

applies thereto. Mr. Hogg Indicated that this section was not controversial 

at the December 1. 1982 Special Meeting of Members. He asked for the Board's 

authority to bring the revision of this subtitle before the Annual Meeting as 

a matter of additional business. Mr. Laudeman made a motion to that effect 

to which Ms. Miles added a second. Upon a vote the motion was passed unan- 

imously. 

Mr. Hogg related recent events regarding Baltimore Life Insurance ^ 

Company s desire to use the space currently occupied by the offices of the 

Corporation and their therefore negative response regarding the Corporation's 

renewal of its five year lease option. He indicated that following further 

study and possible non-binding negotiations staff will be forthcoming with 

reconmendations as to action. 

Mr. Holmes reviewed the cost of the recent Cole-Rapp Seminars and 

indicated that It ran slightly over budget. He also expressed his disappoint- 

ment regarding those persons Invited and expected who did not attend nor 

notify us of their inability to do so. 

Mr. Neifeld ssked if the dollar figures given as the cost of the 

Cole-Rapp Seminars included the staffs hoars expended in the preparation 

and execution of the program. ^ 

Mr. Holmes stated that they did not; however, he said the time 

expended was minimal. 
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Nr. Holmes said mt a questionnaire as the the usefulness of 

the seminars will be sent to the attendees approximately 30 days follow- 

i-S the conclusion of the second part of the program. 

Hr. Hogg stated that the staff be! the program was worth- 

while and looks forward to feedback. 

Mr. Hogg Indicated that the MSSIC staff will do t complete 

review of the remtJership on Thursday, March 31, 1983. 

Mr. Neifeld asked for a copy of the minutes in which fee 

structures for committees of the Corporation was last studied by the 

Board. 

Mr. Hogg answered that staff will research that action and 

supply Mr. Neifeld with the minutes in which said action took place. 

Mr. Hogg distributed baseballs which were provided by 

Mr. Oonohue in recognition of the Corporation's recent contribution to 

United Cerebral Palsy Foundation. 

Mr. Faulkner asked for a motion to adjourn. Mr. 8ass made the 

motion and the meeting adjourned at 12:53 P.M. 

CCH/PMM/pat 
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MMH^ND SAVINGS-SHARP INSURANCE CORPQRATfON 

REGULAR MEETING OF DIRECTORS 

WEDNESDAY. AUGUST 22, 19X6 

The regular moothijr meeting of (he Board oi Director* ol Maryland 

Savings-Share Insura^e Corporation was Md at the oHte of the CorporatKm, 

JW East Lexington Street, Baltimore, Maryland on August 22, 19S«. 

The foiJowjng Directors were present; 

George W. H. Pierson, Chairman 

Frances F. Anderson •, l - ^ . 
John C. Donohue,-Sr. 

Leonard Bass If 
Henry R. Elsnic 

Joseph P. Carroll _ . _ ^ „ 
John D. Faulkner, Jr. 

Michael J. Dietz 
James D. Laudeman, Jr. 

<( Jerome F. Dolivka Terry L. Neifeld , 

Others Present: Charles C. Hogg, II, President; Paul V. Trice, Jr., Senior 

Vice President; Martin W. Becker, Senior Financial Analyst; Patrick M. 

bracken, Assistant Secretary, Terry F. Hall, Venable, Baetjer and Howard; and 

John 3. Pretko and Craig T. Garrison, Union Trust Company of Maryland. 

Mr. Pierson called the meeting to order at 9:07 a.in. and acknowledged that 

. : * a quorum was present. 

INVESTMENT REPORTS 

Mr. Garrison reviewed the investment reports and the general economic 

narrative. Following a brief discussion Messers. Pretko and Garrison left the 

■ meeting. (Copies of the investment reports and the narrative are attached to the 

permanent lile copy of these minutes.) 

• READING OF MINUTES OF thf RQARD MFFTW. OF JULY 25. HM 

^ moved to accept the minutes of the previous meeting with Mr. 
1 < ' l 
•l.'..' .->111025 
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correction on page II, paragraph 2 clianging the last word "correct" to 

"reasonable", Mr, Faulkner seconded and the motion passed unanimously, 

TREASURER'S RFPORT 

Mrs. Anderson indicated that net income for JuJy is $1,100,000 and that the 

year to date income is over $7 million. She also reported that charitable 

contributions were made to the following: $1000-YMCA, $1000-YWCA( $1000- 

Basic Cancer Research, $i000-Aquarium, 

The toed asset budget was reviewed. Mr. Dolivka.questioned if we are 

finished with the move and its related expenses and further if there would be 

excess funds remaining. Mr. Hogg explained that the total budgeted will most 

likely be exhausted. 

MEMBERSHIP COMMITTEE REPORT 

Mr. Neifeld indicated that items discussed at the Membership Committee 

, meeting included: Merritt Commercial Savings and Loan Association, Old Court 

Savmgs and boan Association; First Progressive Savings and Loan Association, 

Gibraltar Savings and U>an Association, and the Liqutdity Rule revision. 

Mr. Neifeld stated that board approval was recommended by the committee 

with regard to the issuance of subordinated debentures by Community Savings and 

^n and Firs. Maryland Savings and Loan. He noted that four «, conditions were 

suggested by the committee to be made a par. of final approval of those 

debentures. Those conditions are; 

1) .hat at no time could the subordinated debentures represent 

greater than a 50% portion of the association's MSSIC defined net worth, 

2) .ha. .he con.en. and form of the debentures be reviewed by 

MSSlC's counsel; 

3) that a sinking fund be established; and, 

«) that the debt cannot be retired if the retirement of the debt 
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Id cause the association's net worth to be in violation of the MSSIC net 

worth requirement. 1 

Mr. Bass moved ,o accept the Membership Committee Report. Mr. Dojivka 

seconded and the motion passed unanimously. 

executive COMMITTEE REPORT 

Mr. Pierson. reviewed the details ol the 8/20/8* Executive Committee 

meeting. His >eview included the,Joiiowing: approval ci a $3 million loan from 

the Central Reserve Fund to Gibraltar Savings and Loan Association; discussion of 

the Board ol Commissioners action on Regulation .13 which relates to the 

;! accounting treatment on loans purchased a, a discount; indication that Chevy 

Chase has applied for FSLIC deposit insurance and requested that the Board of : 

Commissioners approve the purchase of B.F. Saul Mortgage Company by Chevy 

.Chase Savings and Loan; it was also noted tha, the Board of Commissioners has 

/ any action on Chevy Chase's request pending approval by the Federal 

Home Loan Board of Atlanta; it was also noted that the Community and First 

Maryland subord.nated debenture were approved by the Board of Commissioners ', 

ertam conditions; Mr. Pierson said he was disappointed with the By-Uw 

, Review Committee; he noted that recommendations were ,o be made on Directors 

and Officers Liability Insurance to the Board by this meeting, however, he said the 

•, Committee will be meeting on TTiursday, August 23, 1984 at 10 a.m. and will bring 

their recommendations to the September Board of Directors Meeting. 

items discussed at the Executive Committee Meeting included a 

legislative update; the MSSIC tax case; and OM Court Savings and Loan 

Association's violations of MSSlC's Rules and Regulations. 

Mr. Carroll questioned if the Executive Committee will control the Central 'l 

Reserve Fund. Mr. Hogg answered that this power was given to the Executive 

Committee approximately 3 years ago. 
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At this juncture, Mr. Dietz noted that the Treasurer's Report had not been 

■ forrnalJy accepted and moved that it be accepted. Mr. Carroll seconded and the 

motion carried unanimously. 

LEGISLATIVE COMMITTEE REPORT 

Mr. Hogg reviewed the report of the Legislative Subcommittee and the six 

(6) recommendations which resulted from their "summer study". 

The recommendations are as follows: 

1. The sub-committee recomrpended approval of 5B.576 - removal 

power for the Director of the Division of Savings and Loan Associations. 

2. . That a bill be sponsored to grant cease and desist powers to the 

Division Director; 

3. That 9-91<f(c) be moved and made a part of ?-914(a) which would 

allow the Board of Commissioners to regulate this federal tie-in authority; 

Regulation of Brokered Deposits; 

5. Support to increase funding and resources at the Division of 

Savings and Loan Associations; 

6. That 9-306(B)(i)-FinanciaI Disclosure be changed to reflect that 

any "person" rather than "member" be given an association's annual statement of 

financial disclosure. 

At the conclusion of this review Mr. Hogg stated that he viewed the results 

of the legislative "summer study" positively and that he was pleased with the 

outcome. He said he felt the legislature is dangerously uninformed about our 

industry, but following this "summer study" the MSSIC industry is stronger. 

Mr. Carroll said that he believes any fears the members of the sub- 

committee may have had with regard to MSSIC and the industry were allieviated 

as a result of Mr. Hogg's testimony and performance at the various hearings. 
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AUDIT AND BUDGET COMMITTEE 

Mr. bass reviewed the August 16, 198^ committee meeting and noted the 

following items: 

—-   ?) Jhat_proposals from_J auditing lirms-regarding MSSlCs annual 

audit will be solicited.. This matter to be reviewed at an October committee 

meeting; 

• \% 

b) a review of the 6 month budget item by item was performed; 

c) that some consideration be'given to approaching another financial 

institution other than Union Trust to ascertain cost of managing MSSICs portfolio; 

and, 

d) that an additional $50,000 contingency fund for advertising be 

allocated and not be used without Board approval. 

During discussion Mr. Hogg explained that Union Trust charges a flat 

annual fee of $28,000 for the various services they perform as part of MSSICs 

portfolio management. 

Mr. Faulkner moved to accept the report of the Audit and Budget 

Committee. Mr. Elsnic seconded and the motion passed unanimously. 

PREMIUM RESTRUCTURE COMMITTEE 

Mr. Trice reported on refinement of a proposed formula for restructure of 

MSSICs Capital Deposit. He said the committee has requested an extension for 

completion of its proposal to at least November 30, 1984. He also noted that an 

attempt is.being made to seek consultation with either Golembe or Kaplan/Smith 

on a final proposal. 

OLD BUSINESS 

Mr. Trice reported that staff recommended approval of a 3 month waiver ? 

of the lending restriction of Kent Savings and Loan which resulted from their : 

violation of the Liquidity Rule. 
J 
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'xr. Ebnic moved lo approve slalf's (ecoininenda tion. Mr. Faulkner 

seconded and (lie vole was unanimously favorable. 

Mr. Trice asked lor Board ratilicalion ol stall's issuance o/ slalf cease- 

and-desist leuers to Merritt Commercial Savinjs and Loan and Old Court Savings 

and Loan which require that these associations make no lurther loan 

commitments. Mr. .Trice'farther noted that the stad intends to issue the same 

stall cease-3pd-desist letter to as many as three other violating member 

associations. 

Mr. Dolivka moved that the Board ratify stall's action in the case o( the 

Merritt Commercial Savings and Loan and old Court Savings and Loan staff cease 

and desist letters. Mr. Elsnic seconded the motion. 

. During discussion Mr. Hall said he views the letters that were sent as a 

iirst. step in a process. He said the staff should be absolutely certain that the 

BoarJ will support their action and that he hopes the associations involved will 

react properly and make every effort to effect compliance. 

Following further discussion the motion passed by a majority vote with 

Messers. Carroll and Faulkner abstaining. 

Mr. Pierson noted that in light ol later business (subordinated debentures) 

he wishes to note that Community Savings and Loan and First Maryland Savings 

and Loan are on the rules violation list. 

Mr. Pierson advised the stall to seek approval Iron, the Executive 

Committee il the stall has any concern regarding future action in the nature ol 

staff cease-and-desist letters. 

NEW BUSINESS 

Mr. Neifeld withdrew the proposed revise ol the Liquidity Regulation, and 

Mr. Pierson remanded it back to the Membership Committee. Mr. Pierson asked 

that the minutes reliect that Mr.Faulkner absented himsell Irom the meeting at 



tliis time. 

Messers Decrin, Shompcr and Friedman (representatives from Community 

Savings and Loan) entered the meeting and gave a detailed presentation related to 

a proposed subordinated debenture offering. 

Following the presentation and further discussion, Mr. Pierson asked the 

representatives of Community Savings and Loan Association if they intend to 

comply or hotxomply with the Corporation's Rules and Regulations which they are 

currently in violation of. 

Mr. Deenn said that subject to discussions with the MSSIC staff concerning 

a correct interpretation of the rule, the association will make every effort to • 

effect compliance promptly. 

."Hie representatives from Community Savings and Loan Association were 

. then excused from the meeting, 

A motion to approve the $20 million debenture was then discussed and was • 

made subject to the foliowing: 

J. Hie allowable portion of subordinated debentures for inclusion in 

computing the association's MSSIC net worth ratio, shall not exceed the aggregate 

•Otal Of its retained earnings, capital stock, paid-in-surplus, deferred fees and 

hypothecations; 

2. The subordinated debenture document(s) be reviewed by counsel 

for the Corporation as to form and sufficiency; 

3. A sinking fund is to be established reflecting equal annual , 

curtailment provisions. We sinking fund shall be deducted from total amount of ^ 

debentures outstanding and only the net amount of debentures shall be reported on ! 

form S/L-200A; OR. - 
■ j 

*• ^ "«»« provide that no prepayment or scheduled | 

payment be made without the Corporation's approval when said scheduled payment ,i 

1345 . :• 
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or prepayment would cause (lie association's net worth ratio to fall below MSSlC's 

required net worth ratio as specified in 3-211 of the Rules and Regulations; AND, 

.5. Not withstanding all of the above, the association would have to 

. ke in compliance with all MSSIG regulations for a period oi three consecutive 

months before any of the subordinated debenture would be applicable toward net 

worth as indicated in 01 above. It was stated that these conditions would be 

applied as 1,2,3, and 5 or 1,2,4 and X Mr. Hogg said staff's preference would be 

1,2,and 5. 

Mr. Laudeman moved that the motion subject to the listed conditions.be 

approved. Mr. Dolivka seconded and the motion carried by a majority vote with 

Mr. Neifeld opposed. 

Following brief discussion Mr. Pierson directed Mr. Hogg to notify First 

Maryland Savings and Loan Association that their request for approval of a 

prposed subordinated debenture was not acted on because no specific purchaser 

was proposed in that regard. 

Mr. Hogg noted that the member associations have been notified by 

memorandum as to the Board stance of recommending disapproval to the Director 

of branch applications when a member is in non-compliance with MSSIC's Rules 

and Regulations. 

Mr. Pierson said the use of the additional $50,000 advertising contingency 

fund will be initiated by the judgement of the Executive Committee. 

REPORT OF THE PRESIDENT 

Mr. Hogg said at the recent Board of Commissioners Meeting the 

commissioners voted in favor of submitting on both an emergency and a regular 

basis a change to the Division's Regulation .13-Discount. This would effectively 

eliminate the acceleration of the unearned discount on loans purchased at a 

discount. 

194 G 
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During an update on selected associations the following reports were made: 

Mr. Trice reported that on or before September 10, 198^, the principals at 

Old Court Savings and Loan Association and First Progressive Savings and Loan 

Association will advise the Corporation of their intentions to either merge or 

recapitalize. Following further detail and discussion Mr. Pierson charged the 

membership committee with making a strong recommendation related to the 

% 
merger or recapitalization of First Progressive Savings and Loan Association. 

Mr. Hogg reviewed recent liquidity problems at Gibraltar Savings and Loan 

Association and noted that the staff is monitoring closely and in daily contact 

with Gibraltar in this regard. Mr. Elsnic said he felt strongly that some of the 

items counted as liquidity under MSSlC's liquidity rule are not in truth liquidity. 

He noted that immediately prior to Gibraltar's liquidity problem they were 

reporting 12.5% Liquidity. 

Mr. Hogg reported that Custom Savings Association had a savings decline 

but a retained earnings increase. He indicated that the change to State 

Regulation .13 should slow the growth of net worth and more appropriately reflect 

future earnings at Custom Savings Association. 

Mr. Trice reported that a staff cease-and-desist letter was sent to Mcrritt 

Commercial Savings and Loan Association and that plans to resolve their 

stockholders dispute would take effect within 60 days and consist of one of the 

two major stockholders buying out the other. 

Mr. Hogg reported that Chevy Chase Savings and Loan Association has 

applied for FSLIC Insurance. He said representatives from the association made a 

presentation to the Board of Commissioners dealing with the issuance of $3^ 

million in preferred stock for the B.F. Saul Mortgage Company. He indicated that 

the Board of Commissioners tabled the request pending favorable response from 

the FHLB or a second appraisal of the mortgage company. Mr. Hogg stated that 
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the staff will study the impact of Chevy Chase Savings and Loan Association 

leaving the MSSIC system. 

DIRECTOR'S COMMENTS FOR THE GOOD & WELFARE OF MSS1C 

Mr. Laudeman noted that the Corporation should be careful in the wording 

of letters along with other operational matters. 

Mrs. Anderson asked about the status of an up-to-date MSSIC"Charter, By- 

Laws, Rules and Regulations". Mr. Hogg stated that this is in the final 

proofreading stage. 

Mri Dietz recommended attendance by all at the Maryland League meeting 

concerning the FHLB new rule on interest rate risk management. 

There being no further business to come before the Board, The Chairman 

called for a motion to adjourn. Mr. Faulkner so moved, Mr. Elsnic seconded and 

the motion carried unanimously. 

PMM/lm 

The meeting adjourned at 
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COMMUNITY SAVINGS & LOAN, INC. 

Written Record of Action 
of the 

Board of Directors 
Without a Formal Meeting 

Pursuant to Maryland Corporations and Associations Code 
SS 2-408<c) and 2-409(c) (1975) and SS 3.14 and 5.02 of the 
Bylaws of Community Savings 6 Loah, Inc. (the "Corporation"), the 
undersigned, being all of the directors of the Corporation do 
hereby take and adopt the following actions and resolutions 
without a formal meeting, hereby waiving notice of meeting and 
all requirements therefor: 

RESOLVED, that the Corporation is hereby authorized and 
directed to pay a dividend on it authorized and outstanding 
common stock in the amount of $11.03448 per share, an 
aggregate sum of Eight Million and No/100 Dollars 
($8,000,000.00) to stockholders of record as of December 31, 

( 1984, which dividend shall be paid on February 7, 1985. 

FURTHER RESOLVED, that the President or any Vice 
President of this Corporation be and each hereby is, 
authorized and directed to take such action or execute such 
documents or instruments as may be necessary in such 
officer's sole discretion to carry out the foregoring 
resolution. 

FURTHER RESOLVED, that the Secretary or any Assistant 
Secretary of the Corporation is hereby authorized and 
directed to file this Written Record of Action among the 
regularly maintained Minutes of the Meetings of the Board of 
Directors of the Corporation. 

1985/. 
WITNESS the following signatures this 6th 

Elaine A. Dudash, Director IIID26 
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COMMUNITY SAVINGS & LOAN, INC. 
ibc/agv/jbc 

Written Record of Action 
of the 

Board of Directors 

Pursuant to Sections 3.14 and 5.02 of the Bylaws of 
Community Savings & Loan, Inc., a Maryland savings and loan 
association (cbe "Association), we, being all of the members 
the Board of Directors of the Association, (there being one 
vacancy), do hereby take and adopt the following actions and 
resolutions without a formal meeting, hereby waiving the 
requirement therefor and notice thereof; 

WHEREAS, the Association paid a dividend to 
the holders of its common stock on May 30, 1984 
and June 11, 1984 in the amount of $9.3275 per 
share or $6,762,437.52 in the aggregate; and 

WHEREAS, the minutes reflecting the action of 
the Board of Directors declaring and authorizing 
the said dividend have been lost; and 

WHEREAS, the said dividend was paid from 
legally available earned surplus of the 
Association. 

NOW, THEREFORE, be it: 

of 

RESOLVED, that the Board of Directors hereby 
declares, approves, ratifies and confirms the 
payment of the dividend of $9.3275 per share of 
common stock to shareholders of record on May 30, 
1984, said dividend having been paid in part on 
May 30, 1984 and in part on June 11, 1984; and 

FURTHER RESOLVED, that this resolution shall 
be filed in the minute book of the Corporation at 
the appropriate chronological place to replace the 
lost minutes. 

DATED this 23rd day of >uly, 1985 

Elaine A. Dudash 

IIID2 7 
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Executive Surr-arv 
Ac reerr.on c 

and. 

Reorganization, Corporate Separation, and Recapitalization 

On January 31, 1985 Tom Billman, Clay McCuistion and all of 

the companies and affiliates under their common management and 

control executed an agreement. They agreed to reorganize and 

divide the group of companies between them to facilitate 

expansion, meet with separate goals, improve ability to obtain 

financing, promote transactions among the companies, allow for 

eventual public stock offering, aod to separate two highly 

regulated industries (insurance and savings & loans) 

Corporations and assets were contributed to Crysopt 

Corporation and then Crysopt was split off to Billman in excnange 

for most of his ownership in Epicenter. The following are the 

assets and corporations contributed to or owned by Crysopt prior 

to the split; 

Common stock of EPIC Midget Marine Associates, Inc. 

Common stock of Title Insurance Acquisitions, Inc. 

Common stock of District-Realty Title Insurance and 

subsidiaries 

Common stock of MNR Acquisitions, Inc. 

Common stock of Merri11- Natural Resources, Inc. 

Common stock of Batts Wing, Inc. 

Common stock of Batts Neck Corporation and subsidiaries 

Common stocx of Fairlane Corporation 

IIID 2 8 
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Corr.mon stock of Cavalier Oil Corpora tion 

Cavalier Oil preferred stock owned by Billman and 

McCuistion 
I 

CS&L subordinated debenture guaranteed by EPIC Holdings 

and to be paid oft by 3/31/91. 

Fourteen million dollars 

Domaines Dourthe Fr'eres v<ine 

Tradename, trademark and service mark owned by EPIC 

Holdings, Ltd. 

Administration, financial management and other services 

from EPIC Holdings, Ltd. per services agreements with 

ou^s^<3e of the consolidated group (EFSI, ERSI 
CAG) . 

Administration, financial management and other services 

previously performed by Billman from EPIC Holdings, Ltd. 

Certain employees as designated by Billman 

Certain furniture equipment and artwork from epic 

Holdings, Ltd. 

The attached organization chart shows the result of the 

reorganization and separation. 

Billman and McCuistion also agreed to recapitalize Epicenter 

Consolidated, Ltd. to allow ownership by key executives for a 

small investment and also to allow the or9aniiations to benefit 

from tax consolidation. The benefit from previously earned value 

in the company was divided between Billman and McCuistion, and 
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iiey executives will share in the future earned value from the 

:pcrations they manage. 

The recapitalization is described below and is shown on the 

'.ttacned Recapitalization Summary. 

Prior to the recapitalization, 10,000 shares of $1.00/share 

par value cottunon stock was outstanding - 8,000 shares Billman and 

2,000 shares McCuistion, and 72,500 shares of $.10/share par 

value "old" preferred stock owned by McCuistion. 
« 

t 
The recapitalization process created two new classes of 

preferred, eliminated existing preferred, changed numbers of 

authorized shares and split the common stock. 

Billman exchanged 7,250 shares of his 8,000 shares of 

Epicenter common stock for Crysopt when it was split off from 

Epicenter. 

The common stock was converted ten to one into Class A 

voting preferred stock with a $72/share liquidation preference. 

.Class A preferred is convertible to common stock at any time. 

Surrendered shares won't be reissued. There is no dividend 

preference. Number of authorized shares is 27,500. 

The "old" preferred stock converted to Class B preferred 

stock which carries $72/share liquidation preference, no dividend 

preference and no conversion privelege. Number of authorized 

shares is 72,500. 

Number of authorized common shares was changed from 10,000 

to 100,000 and par was changed from $1.00/share to $.10/share. 

The recapitalization and exchange of shares is non taxable, 

and will be free of capital gains tax per advice of counsel. 
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Bill man, McCuistion and the Board of Directors of Epicente'tJ^ 

approved and adopted an Employee Restricted Stock Purchase Plan. 

Certain employees have been selected and offered the richt to 

purchase Epicenter common stock. Epicenter has entered into 

subscription agreements and will issue stock upon exercise of the 

rights granted under tne stock purchase plan. 

Various and sundry other items are included in the 

agreement and are outlined below. 

McCuistion has an empLoyment agreement with Cavalier Oil 

for ten years and shares in part of the earnings from the 

mortgage servicing operations and in part of the proceeds 

of the sale of any servicing. 

Billman has an employment agreement with CS&L as Chairman 

of the Board and Chief Executive Officer which provides 

for incentive bonus and all benefits usually provided 

the CS&L executive management group. 

Billman agrees to sit on various Boards of Directors for 

three years for a fee of $453,600 paid at the rate of 

$1,050/ month per corporation. 

Crysopt Corporation keeps its logotype for its exclusive \ 

use. 

Crysopt Corporation licenses FPIC Holdings to use trade 

names, trademarks and service marks for $120,000 per year. 

EPIC Holdings sub-licenses to others within the 

McCuistion consolidated group. 

Crysopt Corporation licenses other corporations outside 

the consolidated group to use tradenames, trademarks and 

service marks. 
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Crysopt Corporation receives consulting fees of $150,000 

per year from EPIC Holdings for the administration, 

financial management and other services previously 

performed by Billman. 

Crysopt may remain in the office space it occupies and 

agrees to reimburse EPIC Holdings at cost for rent and 

other expenses. 

*>r^or to closing date, EMI contributed some mortgage 

servicing to Crysopt in exchange for twenty shares of 

Crysopt common stock. The stock was subsequently 

transferred from EMI to CFSI to CS&L to EAI to EHL before 

the split off. 

Accounts and notes payable generated in the normal course 

of business between the groups will be paid in the normal 

course of business. The Billman group may satisfy 

obligations to the McCuistion group by offsetting and 

reducing obligations from the McCuistion Group. 

EPIC Holdings agrees to purchase or redeem Billman's CS&L 

preferred stock at $250 per share; half by 3/31/89 and 

half by 3/31/90. 

The McCuistion group plans to do business with 

Di-Strict-Realty Title Insurance and agrees to direct all 

title insurance business tnat it generates or controls to 

District for five years: 

The McCuistion group agrees not to operate or obtain a 

significant interest in a title insurance agency for 

five years without Billman's permission. 

The McCuistion group can establish or incorporate a title 

insurance company solely in order to grandfather the 



operations with MSSIC or with FSLIC, as long as it 

generates less than $50,000 of premium income per vear 

for five years. 

/ 
The McCuistion group agrees to maintain its business 

with ERSI and First Investors Surety, 

Limited, and agrees to maintain contracts for five years 

The McCuistion group affirms the mortgage servicing 

contracts between EMI and Cavalier, guarantees the 

accuracy of escrow'cash'balances, and indemnifies the 

Billman group from losses related to EMI's servicing 

performed for Cavalier pursuant to contract. 

There are no restrictions on the lines of business 

activities the Billman group may conduct. Billman 

intends to continue ownership and involvement in the 

savings and loan industry. 

Neither group is responsible for the debts of the other 

group. This doesn't affect the specific obligations 

between the two. 

Tne McCuistion group indemnifies Billman from claims 

under federal or state securities laws resulting from the 

recapitalization and issuance of stock. 

EPIC Holdings, Ltd. transfers to Crysopt all interest in 

the agreement with Industrial Valley Title Insurance and 

Industrial Valley Bank and Trust Company dated 2/10/84 in 

connection with the District-Realty Insurance 

acquisition. 

The McCuistion group agrees to establish and maintain a 

$300,000 legal defense fund to pay expenses of litigation 

against Billman, McCuistion or the Billman group if the 
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litigation is related to business operations of the 

Epicenter group either before or after the 

recapitalization. Contributions to the fund are $15,000 

per month. 

The McCuistion group agrees there are no liabilities due 

from the Billman group in connection with the Tax 

Allocation Agreement or Amendment for the period ended 

2/28/85. EPIC Holdings represents that all returns are 

correct, and complete and are filed or will be filed for 

all entities for periods ending 2/28/85. The McCuistion 

indemnifies the Billman group from damages 

resulting from its membership in the consolidated group. 

The parties acknowledge that the financial statements are 

unaudited, and both warrant to the other that there are 

no accounts or liabilities from one to the other except 

as contained in tne financial statements. They agree 

that the financial statements are accurate and prepared 

according to generally accepted accounting principles. 

Each group indemnifies the other against damages 

resulting from any misrepresentations or failure to 

perform, as set forth in the agreement. 

A Loan and Security Agreement between Merrill Natural 

Resources, Epicenter Consolidated, Ltd., and EPIC Holdings, Ltd. 

was executed on 3/1/85 which includes substantial restrictions. 

See the separate Executive Summary for a recap of the terms and 

provisions. 
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Executive Surrur.ary 
of 

Loan and Security Agreement' 

In January, 1985 Merrill Natural Resources' board of 

directors approved a loan commitment and arrangement with 

Epicenter Consolidated, Ltd. for the purpose of providing working 

capital. The $5,750,000 loan was funded on 2/21/85 and was 

evidenced by a one year unsecured promissory note at 13% 

interest. 

Because of the change'in control resulting:from the Plan of 

Reorganization, Corporate Separation, and Recapitalization, the 

terms of the borrowing were renegotiated. A loan and security 

agreement was entered into and the maturity date was extended. 

The Loan and Security Agreement was executed by Epicenter 

Consolidated, Ltd., EPIC Holdings, Ltd., and Merrill Natural 

Resources on 3/1/85. The terms, rights and obligations of the 

parties are outlined below. 

Interest is 13% and is due at the end of each calendar, 

quarter beginning 3/31/85. 

Principal is due in three equal annual payments of 

$1,916,667 on 3/31/86, 3/31/87 and 3/31/88. 

Epicenter agrees to purchase or redeem Billman's CS&L 

preferred stock at $250 per share ($3,495,145); half by 

3/31/89 and half by 3/31/90. 

Epicenter agrees to pay off the CS&L subordinated 

debenture by 3/31/91. ($1,750,000). 

Certain provisions apply in the case of prepayment. See 

the Key Date exhibit for detail. 
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Tne scock of Epicenter Consolidated, Ltd. and the co!n,T.cr. 

stock of its subsidiaries is pledged as security. 

:•!cCuistion and other Epicenter shareholders will enter 

into a Stock Pledge Agreement. The security applies to 

tne debenture as v;ell as to the loan. 

All assets now or hereafter owned by Epicenter are pledged 

as security 

As long as tne obligati-ons are outstanding (the loan, the 

preferred stock, or the subordinated debenture), the 

McCuistion group: 

Will not revise the tax policy without Merrill's 

consent. 

Will not repurchase or redeem any stock under the 

Epicenter Employee Restricted Stock Purchase Plan except 

per the terms of the McCuistion employment agreement. 

Will not increase the redemption price pursuant to the 

Employee Restricted Stock Purchase Plan without 

Merrill's consent. 

Will not pay dividends on Epicenter common stock or 

preferred stock unless the obligations are also reduced 

to the same degree (in addition to regularly scheduled 

payments). 

Will maintain cash balances at the lesser of $6 million, 

or the aggregate amount of obligations outstanding 

under the Loan and Security Agreement. As of 5/1/85, 

the cash requirement was reduced to the lesser of $5.1 

million or the aggregate amount of outstanding 

obligations secured by the Loan and Security Agreement. 

Cash may be reduced for up to 60 days as a result of a 

195a 



Make an unsecured loan to any shareholder, except per 

the terms of the McCuistion employment agreement. 

Epicenter agrees to: 
I 

Pay all lawful uncontested taxes, claims and assessments 

of Epicenter and subsidiaries. 

Maintain, protect and adequately insure property. 

Continue its corporate existence. 

Establish adequate reserves and provisions for 

depreciation and amortization. 

Maintain accounting records in accordance with generally 

accepted accounting principles. 

Provide comparative financial reports on a timely basis 

to Merrill Natural Resources. 

Provide to Merrill copies of all "reports from 

independent public accountants to Epicenter or 

subsidiaries. 

Defend any action or suit affecting collateral or 

security interest of Merrill, and will notify Merrill 

within five days. (Merrill may also defend such action 

or suit). 

Give Merrill written notice of any filings under 

bankruptcy, insolvency or similar law, (voluntary or 

involuntary) or any contemplated action, knowledge, or 

discussion regarding such filing. 
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Msrriil r.ay add to the collateral any mortgaces held bv 

EPIC Associates 82-LXI through 82-LXIX in connection with 

tne sale of real estate by those partnerships, and may 

transfer such assets in satisfaction of any part of 

Epicenter's obligations. 

Merrill may inspect Epicenter properties, examine 

accounting records and discuss financial affairs with 

officers and accountants. 

Epicenter waives th6 right to disqualify the attorney who 

prepared the loan and security agreement from representing 

Merrill or Epicenter in matters related to the agreement. 

Officers of Epicenter are required to notify Merrill in 

the case of default, if default is imminent, or if a 

prohibited transaction has occurred. 

Following are events of default per the terms of the 

agreement: 

Interest payment ten days late. ' 

Missed principal payment on note, debenture or other 

obligation. 

Non compliance with conditions and terms of the Loan and 

Security Agreement or the Plan of Reorganization, 

Corporate Separation, -and Recapitalization. 

Epicenter, subsidiaries or partnerships becoming 

insolvent, bankrupt or unable to pay debts, voluntarily 

or involuntarily. 
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Engaging in prohibited transactions which could subject 

Epicenter or a subsidiary to a tax or penalty over 

$100,000. 

If statements and documents provided by Epicenter prove 

to be false or incorrect in a material respect. 

In the event of default: 

Obligations are due and payable on demand. 

« 

Voting right? of Epicenter common shareholders pass- to 

Merrill pursuant to the Stock Pledge Agreement. 

Voting right and ownership of Epicenter subsidiaries 

pass to Merrill. 

Epicenter agrees to reimburse expenses incurred by 

Merrill related to the default. 

Merrill may perform obligations on behalf of Epicenter 

(disburse funds, take possession "of, retain, and sell 

collateral, and collect from outside parties). 

Proceeds of disposal will be applied in the order of the 

scheduled payments. 

If collateral is sold to an entity controlled by 

Billman, then the collateral will be divided equally 

among the Epicenter preferred shareholders and Merrill. 

Epicenter may cure any event of default caused by its 

failure to make payments by bringing all payments 

current or paying all obligations in full. 
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Additional Disclosures and Subsequent Events and Transactions 

On January 9, 1985 Epicenter Consolidated, Ltd. paid a 

$14,000,000 dividend to shareholders Billman and McCuistion 

(80% and 20% ownership, respectively). 

As of May is, 1985 prepayments of 51,460,526.61 have been ma 

on the loan from Merrill Natural Resources to Epicenter 

Consolidated, Ltd. The remaining balance at that date was 

$4,269,473.39. 
* 

The Maryland Savings-Share Insurance Corporation (MSSIC) and 

its member institutions, including CSSL, have been suffering 

from a severe crisis, the subsequent impact and effects of 

which you are all aware from your participation in recent 

meetings and discussions relating to these matters. 

In order to facilitate the application by CSSL for federal 

insurance and to facilitate further transactions designed to 

reduce the financial drain on CSSt during the crisis and 

otherwise minimize the further negative impact of the MSSIC 

crisis, CFSI sold and transferred ERNI to Community Realty 

Associates, Inc. (a CSSL sub) on 5/10/85 with further 

tentative plans to liquidate the ERNI Partners, Ltd. joint ' 

venture. Subsequent thereto, pursuant to the same purpose, 

CSSL sold and transferred CFSI (together with all existing 

subsidiaries) to EPIC Holdings on 5/13/85. 

Effective 5/22/85 CFSI (together with all existing 

suosidiaries) was sold and transferred to CSSL by EPIC 

Holdings. 

Effective 5/22/85 Tom Billman resigned as Chairman of the 

Board and Chief Executive officer of CSSL, and as a board 

member of CSSL and all subsidiaries. He agreed to continue to 

provide the same advice and services as an independent 



consultant to CS&L and subsidiaries for $453,600 for three 

years at the rate of $1,OSG/month per corporation. 

Clayton McCuistion is currently in the process of drafting an 

employment agreement between Community Savings & Loan, Inc. 

and himself, to be executed in the near future. 

The following agreements were entered into 5/22/85; 

(1) McCuistion agreed to sell his 4,189.08 shares of Series A 

Preferred Stock of CS&L, par value $1.00, redemption 

value $250.00 per share, to Crysopt Corporation for 

$950,000.00 cash; and 

(2) McCuistion agreed to purchase the 7,500 shares of Class A 

voting Preferred Stock of Epicenter, par value $0.10 per 

share, liquidation preference of $72.00 per share, 

originally issued to Billman pursuant to the 

recapitalization, for $100,000.00 cash; and 

(3) McCuistion agreed to purchase all shares of stock of 

Performance, Inc. owned by Billman for $50,000.00 cash. 
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KEY DATES 

1/04/85 Merrill Board of Directors approved a loan comnvitner.t 
and arrangement with Epicenter Consolidated, Ltd. to 
funded at a later date. 

1/31/85 Agreement and Plan of Reorganization, Corporate 
Separation, and Recapitalization 

2/21/85 Merrill Natural Resources funded the $5,750,000 loan to 
Epicenter Consolidated, Ltd. 

2/27/85 Amendment to Agreement and Plan of Reorganization, 
Corporate Separation, and Recapitalization 

2/28/85 Closing Date - Reorganization and Corporate Separation 

3/01/85 Recapitalization of Epicenter Consolidated Ltd. 

3/01/85 Closing Date Loan and Security Agreement - Merrill 

EPlTHlldrn%0"C"d.EPiCenter Ltd., and " 

3/01/85 Recapitalization of Epicenter Consolidated, Ltd. 

3/31/85 First interest payment due per the Loan and Security*. 

iS dUe " •»" 0£ 

3/31/86 First principal payment of $1,916,667 due per the Loan 

nd Security Agreement. If Loan is paid in full by thi= 
date, principal is reduced by $350,000. 

3/31/87 Second principal payment of $1,916,667 due per the Loan 
and Security Agreement. * n 

c^tuei,l0au iS paid in ful1 and if the CS&L preferred* stock has been redeemed, and if the CS&L debenture has* 

$600,000? 10 by thiS da,:e' PrinciPal is reduced by 

3/01/88 Third principal payment of $1,916,667 due per the Loan 
and Security Agreement. 

fhotl!e 1^a!? i! paid in ful1 time before this date, the due date for CS&L preferred stock and the CS&L 
debenture accelerate a corresponding period of time. 

V31/89 dueS{$l?"7?572Klman * CS'L preferred " 

3/31/50 due0"$1^747,57 3^^^man SerieS " CStL Pre£erred 'toekj 

3/31/91 Purchase or redemption of CS&L $1,750,000 subordinated 
debenture. 
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(3/1/£5 ) 

Executive Su.T~.3ry 
of the 

: EPICENTER CONSOLIDATED, LTD. 
EMPLOYEE RESTRICTED- STOCK PURCHASE PLAN 

Eligibility: Determined by the Board of Directors 

Purchase Price: The Initial Plan Participants' first shares 
will be purchased at the greater of Book 
Value as of March 1, 1985 or $2.00 per shar- 
Future purchases will be at Book Value per 
'audited financial statements. 

Upon termination., of employment for any reason, shares must be 
sold to the Corporation at the greater of the price the 
Participant originally paid or the shares' current Book Value. 

Board of Directors may refuse to redeem or repurchase in the 
event 10% or more of the outstanding shares are presented in any 
one year. 

Corporation maintains a permanent right of first refusal. The 
stock is subject to substantial restrictions including a 
prohibition from borrowing against same. The Board may remove 
restrictions for all or selected participants. 

Due to the restrictions applicable to these shares and no risk o: 
loss to the Participants, the shares fall outside of § 83 and 
there should be no tax due until and unless the shares are . 
redeemed or otherwise sold. Such later tax will be at ordinary 
income rates . 
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(2/1/65 ) 

EPICENTER CONSOLIDATED, LTD. 

Employee Restricted Stock Purchase Plan ' 

I 

Key Design' Elements 

Plan Purpose 

* Share ownership and future appreciation potential with 

key executives within the consolidated group of 
< 

corporations. 

0 Provide key executives, as a group, with a controlling 

voting interest in the Company. 

0 Aid in attracting and retaining key executives. 

0 Provide opportunities for executives to accumulate a 

substantial amount of capital on a tax-favored basis. 

B. Eligibility 

0 Key executives as designated by EPICENTER 

CONSOLIDATED, LTD's ("EPIC") President and approved by 

a majority vote of the Board of Directors'. 

• Initially, thirteen executives are expected to hold 

common stock. 

C. Capitalization 

0 The plan requires the creation of a class of cormnon 

stock, shares of which will be sold to participants at 

their current book value. At the time of the Plan's 

implementation, substantially all of the 

Corporation's book value will be attributed to the 

preferred stock, so the purchase price of the common 

will be minimal. 
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The conrr.on stock will be subordinate to the preferred 

stock with respect to payments in liquidation or 

dissolution. 

i i 
The ownership of the common stock when the plan is 

implemented will be as follows: 

Initial Plan Participants 72,500 Shares 

Reserved for Future Participants 27,500 Shares 

Total Authorized Common Stock 100,000 Shares 

« 

As shares are granted or redeemed under the plan, 

dilution or 'anti-dilution will occur, which will 

affect the relative ownership interests. 

The preferred stock, which will be created in the form 

of two classes upon the company's recapitalization and 

which will be held entirely by EPIC's original two 

shareholders, will have the following rights and 

preferences: 

Class A Preferred Stock par value $1.00 per share 

Liquidation Preference $72.00 per share 

No Dividend Preference 

Fully participating with the common shares as to 

dividends on a share for share basis 

Non-cumulative 

One vote per share 

Convertible into common shares on a one for one 

ratio 

Pre-emptive rights t'o subscribe to additional 

shares in order to prevent dilution by the 

issuance of additional shares of common stock 

in excess of the original 72,500 shares. 

Class B Preferred Stock par value $0.10 per share 

1971 



Liquidation Preference $72.00 per share 

No Dividend Preference 

Fully participating with the common shares as to 

dividends on a share for share basis 

Non-voting 

Non-cumulative 

Non-convertible. 

No pre-emptive rights 

Valuation of Common Shares 

« 
0 Except as to the initial purchase price to be paid by 

the Initial "Plan Participants Common shares will be 

valued according to their book value per common share, 

as follows: 

EQDITY ATTRIBUTABLE TO COMMON: 

Total shareholders' equity (as of last audited 

financial statements) 

less: Preferred Shareholders' Equity (value as of 

recapitalization date) 

equals: Equity Attributable to Common 

BOOK VALUE PER COMMON SHARE: 

Equity Attributable to Common 

Divided by: Number of Common Shares 

equals: Book Value Per Common Share 

0 Book value will be adjusted each year, based on 

audited financial results, as follows: 

±.$72 



ANNUAL CHANGE IN BOOK VALUE: 

Net income for year 
l 

less: dividends paid 

equals: Annual change in book value 

Right to Purchase Shares 

• When new participants are added to the Plan or when 

the Board determines that an existing participant 

should be eligible for additional shares, the Board 

may offer such participants rights to purchase shares 

at their then-current book value or par value, 

whichever is higher. 

0 Participants (current and/or new) have 30 days to 

exercise their rights to purchase additional shares. 

They may not transfer such rights, and they must be 

actively employed by the corporation when they 

exercise them. 

Employment Requirements 

* Participants must be actively employed by the 

Corporation to purchase or hold shares under the Plan 

The Corporation will maintain insurance in an amount 

equal to $100,000 for each one per cent (1.0%) 

interest of common stock owned by each participant 

which insurance will be used to redeem common shares 

in the event of participant termination in the Plan a 

the result of death or disability. 



If a participant's employment terminates for any 

reason, the participant's shares will be redeemed by 

the Corporation, as described below. 

/ 
•■•demotion (i.e., sale of shares back to the Corporation) 

' Shares will be redeemed by the Corporation at the 

greater of the price originally paid by the 

Participant or current Book Value Per Common Shares 

(based upon the most recent audited financial 

statements). 

* Shares presented for redemption will normally be fully 

settled within 30 days in cash. However, the 

Corporation has the right to spread the payments, with 

interest/ over a period of up to ten years if cash 

flow requirements so dictate. 

Transferability 

0 If a participant wishes to sell any or all of the 

shares held by him, the Corporation retains a 

permanent right of first refusal to purchase them 

before they may be offered for sale to outsiders. 

0 As a matter of administrative policy, the Corporation 

intends to exercise its right of first refusal during 

the first 15 years of the Plan's existence. After 

that time, and assuming the Corporation has not gone 

public or been acquired, the Corporation does not 

intend to exercise its right. However, the right must 

remain in the Plan's legal documents to preserve the 

Plan's tax treatment. 
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Tax Treatment 

No election under § 83(b) of the Internal Revenue Code 

is necessary or appropriate. 

Due to the nature of the restrictions on the shares 

and no risk of loss to the participant, no taxable 
• « 

event occurs until redemption or sale or other 

disposition of the shares, at which time the 

participant will be taxed at ordinary income rates on 

the excess of the amount received over the price paid 

fo^ the shares. 
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Arthur Andersen & Co. 

1666 K SrnECT. N.W. 
Wasiiinoton, D.C. 20006 

(202) 662-0100 

May 20, 1985 

Epicenter Consolidated, Ltd. 
Ooatd of Directors 
Suite 901 
5113 Leeaburg Pike 
Falls Church, Virginia 22041 

Re: Epicenter Consolidated, Ltd. 
Sale of Stock to Employees 

Gentlemen: 

You have asked our opinion as to whether the sale of corrmon stock 
of Epicenter Consolidated, Ltd. (Center) to certain employees of Center (or 
employees of its subsidiaries) will be considered current compensation to the 
employees foe federal income tax purposes. He express no opinion on 
non-income tax issues, such as security law matters. The following facts 
have been provided to us by you. 

Facts 

Tom Billman and Clay McQuistion owned 80% and 20% of Center 
respectively. Pursuant to a corporate reorganization of Center that was 
structured to qualify as a split-off under S355 and S368 of the Internal 
Revenue Code ("IRC*), Billman and McQuistion own Center 7-1/2% and 92-1/2% 
respectively. Center it the parent company of the new consolidated group. 
Immediately after the reorganization. Center was recapitalized pursuant to 
IRC S368. Under the recapitalization, a class of conmon stock was created 
and will be sold to participants of the Center Employee Restricted Stock 
Purchase Plan ("Plan"). The conroon stock, as mentioned above, is subordinate 
to the preferred stock with respect to liquidation." Under the Plan, certain 
key executives will be given the opportunity to purchase corrmon shares in 
Center at the greater of current net book value or $2.00 per share. 

The conmon stock will be subject to certain permanent restrictions 
as to transferability. Such shares will only be transferable subject to a 
right of first refusal by Center. Shares may be held by a participant only 
during the participant's active employment with the corporation. Upon 
termination of enployment, all shares must be presented to Center for 
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•—^cmption. At all times, the redemption amount will equal the greater of 
•ne book value per share at date of redemption or the original issue price of 
•.(:« shares being redeemed. 

OPINION 

Based upon the foregoing facts and an examination of the relevant 
tax law, the aale of Center common stock to employees at the greater of 
current net book value or J2.00 per -share will not be considered current 
compensation. This la based upon our conclusion that no transfer will be 
deemed to have occurred foe purposes of U.S. taxation because the shares are 
subject to a permanent requirement that they be sold back to Center and the 
redemption agreement has been structured to preclude the participants from 
assuming any significant risk of loss or decline in the value of the common 
stock purchased. The employees will recognize ordinary income at the time 
they dispose of their shares equal to the difference between the fair market 
value of what they receive and the issue price of the shares sold or redeemed. 

DISCUSSION 

Section 61(a) of the Internal Revenue Code provides that gross ^ 
income means all income...including compensation for services. Treasury Reg. 
S1.61-2(d) provides rules for condensation paid in a form other than in 
cash. If property is transferred by an employer to an employee for an amount 
less than the fair market value of the property transferred, the difference 
between the amount paid for the property and its fair market value at the 
time of the transfer is compensation and shall be "included in the gross 
income of the employee. Likewise, IRC 583 provides that where property is 
transferred to an employee with respect to services performed, the difference 
between the price paid by the employee for the property and the fair market 
value of the property shall be income to the employee. In determining the 
proper tax treatment attributable to situations in which property is 
transferred in connection with services. Treasury Reg. 1.61-l(b) holds that 
IRC $83 shall have precedent over IRC S61. Treasury Reg. 1.61-l(b) states in 
part: 

"...To the extent that another section of the Code or the 
regulations thereunder provides specific treatment for 
any item of income, such other provision"sha11 apply 
notwithstanding S61 and the regulations thereunder...* 

IRC S83 provides specific treatment for property transferred in connection 
with services and therefore arguably overrides IRC 561. Furthermore Reg. 
51.61-2(d}(6) provides that the rules under 561 do not apply if 583 applies 
to a transfer of property. As discussed below, 583 applies to this 
transaction although its rules determine that no transfer of property will be 
deemed to occur. m 

1 i J o 
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IRC S83 provides that where property is transferred in connection 
vnth the performance of services, the person receiving such property must 
include in income the excess of the fair market value of the property 
received over the amount paid. Such inclusion is required in the year in 
which the transferee receives beneficial interest in the property without 
substantial risk of forefeiture. If there is no deemed transfer of property, 
income is not recognized under IRC S83. 

"Transfer" is a term specifically defined for purposes of IRC 583 
by Treasury Reg. S1.83-3(a). Tteasury Reg. 51.83-3(a)(3) states that no 
transfer may be deemed to exist "...where property is transferred under 
conditions that require its return upon the happening of an event which is 
certain to occur such as the termination of enployment." In such a case, the 
determination as to whether a transfer has occurred is based upon all facts 
and circumstances. One factor which indicates that no transfer has occurred 
is a transaction under which the transferee assumes no risk of loss, in 
order to be considered at risk of loss. Treasury Reg 51.83-3(a)(6) requires 
the transferee to be at risk that the value of the property, in this case the 
common stock, will decline. 

In the present case the coimon shareholders will be subject to a 
permanent requirement to return their shares to Center upon either the 
termination of enployment or death. If it can be demonstrated that the 
Center shares will be issued for an amount equal to or greater than their 
fair market value, and that the purchasers are guaranteed a return of the 
issue price, it may be argued that no risk of loss was conveyed and that no 
transfer occurred. This position is illustrated by Example (5) of Treasury 
Reg 51.83-3(a)(7): 

"Example (5). .On July 4, 1971, X corporation purports to 
transfer to G an employee, 100 shares of X stock. The 
stock is subject to the sole restriction that upon 
termination of employment G must sell the stock to X for 
the greater of its fair market value at such time or 
$100, the amount G paid for the stock. On July 4, 1971 
the X stock has a fair market value of $100. Therefore, 
G does not incur the risk of a beneficial owner that the 
value of the stock at the time of transfer ($100) will 
decline substantially. Under these facts, and 
circumstances, no transfer has occurred." 

The regulations provide that a risk of loss in this circumstance is 
not limited to the loss of an amount paid for the property. Presumably, if 
there is a bargain inherent in the property at time of grant, and that 
bargain can be lost due to a decline in value, the enployee has the risk of 
loss of a beneficial owner. Consequently, to determine if the enployees bear 
a risk of loss, the relationship between the fair market value of the shares 
at time of issue and the issue price must be determined. Because the shares 

1979 
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ace subject to certain permanent restrictions as to transferability, IRC S 83 
guidelines for determining fair market value may be applicable. 

The transferability restrictions imposed upon the common shares 
result in a permanent righC of first refusal to Center at a price determined 
by formula. These restrictions will be considered nonlapsing restrictions 
pursuant to Treasury Reg. S1.83-3{h). As jfr-operty subject to nonlapsing ! 
restrictions, Treasury Reg. S1.83-5(a) provides guidelines for valuing the i 
common shares. This regulation.provides that the price determined under the* 
formula used in connection with the nonlapsing restrictions shall be presumed 
to be the fair market value of the restricted property for all purposes of ! 
IRC S83. Thus, since the nonlapsing restriction on Center common shares 
provides that the redemption amount shall equal the greater of net book value 

. or issue price, the greater of net book value of the shares at issuance or 
52.00 per share will be presumed to be their fair market value at that time. 
This presumption is rebuttable by the Commissioner of, the Internal Revenue 
Service, but the burden of proof is his. 

In Center's situation, earnings projections and an anticipated 
appraisal valuation may be factors which could assist the Commissioner in 
rebutting the fair market value presumption of Reg. S1.83-5(a). However, the 
uncertainty of the future earnings could prevent him from establishing a 
future book value as a more accurate measure of fair market value than the 
current book value. Furthermore, the independent negotiations between 
Billman and McQuistion in valuing Center for the split-off may provide the 
best indication of fair market value. It should be noted that the preferred 
stock liquidation preference approximated the value of Center in those 
negotiations. 

As a result. Treasury Reg. SI.83-5 will create the presumption that 
the fair market value of the common shares at issuance will equal the greater 
of their net book value at that time or $2.00. Consequently, the employees 
will.be assured of receiving an amount equal to the fair market value of the 
shares (at time of issuance) when they dispose of Center stock. Treasury 
Reg. S1.83-3(a)(6) will therefore hold that the common shareholders bear no 
risk of loss because their redemption proceeds will always equal or exceed 
the fair market value of the shares when purchased. Because a nonlapse 
restriction exists and no risk of loss is incurred, the employees of Center 
do not acquire a beneficial ownership in Center common stock. Consequently, 
no transfer should be deemed to have occurred pursuant to Treasury Reg. 
S1.83-3(a). Because no transfer should be deemed to have occurred, no income 
should be currently recognized pursuant to IRC S83. 

The Plan also provides that no IRC S83(b) election is available to 
the employees or should be made. A 583(b) election allows an employee to 
have restricted property taxed to him in the year of transfer. This permits 
the recipient to have further appreciation of the received property taxed at 
capital gain rates. However, this election is not available since no 
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transfer occurred. If the employees do not in fact attempt an election under: 
IRC 583(6), no income should result in the year the Center stock is sold to ; 
them. 1 

I 
Consequently, the. employees will recognize ordinary income at the j 

time they dispose of their shares. The ordinary income recognized by them atj 
that time will equal the difference between the cash and fair market value of! 
other assets received when they dispose of the stock and the issue price of ! 
the shares sold or redeemed. Similarly, Center will receive an ordinary ; 
compensation deduction at the same time and In the same amount as the i 
compensation recognized by the employees. Center should also withhold 
eraployment taxes on the compensation at that time. 

The opinions expressed herein are based on facts and assumptions 
you have provided to us, and you have represented that we have been provided ; 
all the facts necessary foe us to form our opinions. Any alterations in 
these facts and assumptions may adversely affect our opinions. 

The opinions presented here are based on issues on which a scarcity 
of judicial and administrative authority exists. These opinions are not 
binding on the Internal Revenue Service and there is no assurance that the 
Internal Revenue Service or a judicial body will be in accord with our 
opinions. These opinions should not be taken as an assurance of the ultimate 
tax treatment. 

Our opinions are based soley upon the provisions of the existing 
Treasury regulations. There can be no assurance that amended regulations or 
new rulings and cases that could have the effect of causing current 
recognition of income will not be adopted. We have no responsibility to 
update these opinions for events, transactions or circumstances occuring 
after their date of issuance. These opinions are solely for your benefit and 
are not intended to be relied upon by anyone other than you. We have 
consented for you to provide a copy of these opinions to the employees. 
Kowevar, each of the employees receiving stock should consult and rely upon 
the advice of his/her own counsel, accountant or other advisor. 

Very truly yours, 
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Commumfy Savings &, Loon 
Written Record of Action 

of the 
Board of Directors 

Without a Formal Meeting 

Inc. («.'SS?'Z:B/'ows of Community Sovinas 4 Loon 
hereby .okeon, Directs of .heX^ioZ,' do 
hereby wcv.ns notice of meeting o9nd oil re^rem^'" f0rmal 

s 
Asrrion ^ 

C regulations and Maryland law. Savings and Loan Association and 

rotifies ond conlrTO^dividend1^Joyment of $23"022*42 ?' Direc,ors ^^hy 

'K lf 'f0 Per 5hare' ,or ,h« Period Morch 14 tsfllTh l*!!" A Preferred Stock, dividend paid on April 7, 1983; and through March 31, 1983, such 

sho!?^^ Prefers sTf r0,ifie,S "t COnfl'rms 0 
l^rMortbeper.odApri1 1, 1,83 through Jo„e 3o, , S^Td o^l, 

dividend payment ofjl&06^|2.'10 "n The Series A PreT'^H^1?7 ra,ifies and confirms o 

September 30,^SSj^ond'^ '• 1983 

dividend poymem of^ioi^u.'io on'theleries'A pie^S^rt1' r0,ifieS and con,irms ° 
shore, for the period October I, 1963 thrnn^h n [ ^ Stock, par value $1.00 per 
January 3, 1984; ond ' ,hr0Ush Member 31, 1933, such dividend paid on 

dividend'^oymfm ofllO^li'lO on the Serie^A r0,ifieS 0nd CO"(irms <■ 

^ ^«.'«»-o^chi-Tittu^rdtd ^Vl, 

dividend po/ment oflw^llOon'the WsA ^r
e
e

f
c,ors.hcreb>' notifies and confirms a 

-ore, tor the period April i. ,98, 

dividend poymfm of^Pw^-'won the SwiesA pieT""!,^5^ r<"ifies ond » 

IIID29 
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div'rf FbRTHER-R£SOLVI--n ' ^ SUCh U'v;d<!"d Pd'd on 

... FURTHER RFsm ' SUCh d'v,dend paid 0n
er 

SS^^3SS^a»«!fr ~~ • 
J 1' ' >S5, such dividfnrl J 0 per share 

Assor-FURTHER RtSOLVFr l ^on April 10, ' 

W,T^S. ^ fo, W si , e600rd0'0'-.orso(,he 

' ■ /■ '' r i f 
/ . , : ' 

'rector 



COMMUNITY SAVINGS & LOAN, INC. 

Written Record of Action 
of the 

Bosrd of Directors 

Of Directors of Community Savinas^ ?f ^ ine,nber6 of the Board 

value $1.00 per sharp, off Pr€f€rred Stock, par 
for the period October 1 ige^throu^^5^ 31' 1984 

1984, such dividend to be pfid 

DATED this 31st day of Decanber, 1984. 

IIID30 
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EXHIBIT A 

3 C V/ 

COMMUNITY SAVINGS 4. LOAN, INC. 

Minutes of a Meeting 
of the 

Executive Committee 
of the 

Board of Directors ... . 

Directors"communitySavings%^Loan6tTe 0£ the B0"<i o£ 

at 9:00 AM on April 25, 1985 at Suite 900* ??iiheld conmen=ina 
Palls Church, Virginia. ' lte 900' 5113 I-eesburg Pike; 

The following members of the Executive Comm 

McKinney. ' Jr•• James B- D«e"n, Jr. and Barbara A. 

situat^n^rnvi^^^a^^id^tharirao' the i!:PaCt 0f the 0hi° 
account, are ."t"" . 
are beginning to run off at a fairlv Z f deposit 

as Exhibit "I- is a summary of'saJi^s fcti"^* he"t0 

indicated that thp acer>/'i a*iu ctivicy. Mr. Shomper 
liquidity compris^^nil'o^S.So" In^srinVoc7^^000 in 

borrowing capacity and $20,000,000 in collateralItaH I 10 • 
ability at the Federal Reserve Bank Thi borrowing 

^s^s^ue^o^^r^in"^ - 

du^^fr^iL^urto^^esr^n^jL0:'000'000 9= 

directed Messrs MoT t-t u • 
Bob Irwin of Mirada/Trafalgar Mortgage to discufs^rin™ C0^act 

as a consultant to create a money desk within ?h! £ringin9.hln 

generate deposits. within the Association to 

The Committee also directp^ Mr 
entire system of accounts outside of the Association^ "? a2 
vanous service corporations in the event of a |roble»! ^ 

?ainta^ !n£o^co^f'iL'n^ar^'Lr?0"3"' t0 

■business as usual" manner. In this Jeg«d «d " Proceed in a 
accounts (including certificates of deolsit! It f"1?0"31" 'hat 
continue to be maintained in the Association ^ f Sr mana9enent 
unnecessary concern. As a protection tS tSU - !! ca"sin9 
management, the Committee directed ?ha£ Mr sho^ ?!! 0f, 
management accounts and prepare a contLSencv olfn'ti ? Y "J1 

those accounts are availible to such execu?iL! .lnsure that 

problem occurring. executives prior to any 

iiid3I l9S7~i 



the operations^o^the'vario^856^ the on of hov t0 ma .• 
of a problem similar to OhioSunder'which^he3^003 ^ the 

regulators were to shut down the Associ^f state or federal 
determined that the best interests of th^T' The Comnittee 
depositors would be served by removiL Assoc^tion and its 
structure from under the Associ*^?! - Service corporation 

developed which action would allow the conti " a P^blem 
leaving the Association with th* ca 

cor»tinued operations whi1^ 

recognizes that all of the ^ assets. The Committee 6 

^ 1"= After 
adopted, it was: tl0n dUlj! made' ""nded and unan"o'sly 

en option to EPIC^oldings^Ltd"""^?311 ^rant 

corporation, to acquire In of ;i;.a,Delarre 

outstandinq stock of 1.of the issued and 
Inc. CCFSI*), a wholly owned7 Fina?cial Services, 

Association, for a price equfl toSihlary 01 the 

net worth of CFSI (includino i- consolidated 
such price to be pliS by a L0

i'^SUbsidiacles)' 
two (2) years, bearing interest ft l^T® dUe in 

payable interest onlyy
quarterly; "ni

0% Per annun' 

FURTHER RESOLVED fh^f- t-K^ r< 
Committee finds that (i) full di«XfCUt 

transaction and the naturl H ^lsclosuj:e of the 
McCuistion, Meltz Deerin c:h srs- Biilman, 
McKinney's interest in epic HoiH?r ^ Ms' 
been made, (ii) the nroffJ Ho1dings, Ltd. has 
fron. this transaction are no? at^he00""93' I'td- 

necessary to permit th* grant of the option is 
orderly ies ! 

FURTHER RESOLVED ^h^^ f-K« . , 
vice president of the'Associa'tin^K ent 0r any 

hereby is, authorized ^ execute ^nd'/^ eaCh 

the name and on behalf of ! and deliver in 

documents and agreements and to SKCh 

actions as may be necessarv other 
resolution, sLh documJnts^and aar^ OUt this 

contain such terms and provisions ^ 
so executing shall agree in his or- k officer 

discretion. 3 oc her sole 
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budget materials attached^eret^as^^h®6 Various financial aT 
members determined to review thL Exhlblt "B." The ConunitL 
Committee meeting and to discust thrill1*1* PriOC t0 the next6 

are any questions. the Same that time, if 

^sociatiS^hoSld^Ike^ertli^Sii83^11 aS t0 whether the Conuaittee determined that the Ac!.- 9a9 related loans? Th. 
program to make such loans. ciation not participate in any 

participation therein be coMin^d? cons"u«ion loans or 

it £UCtheC b-"ess to.=0„e b^o.e the meeting. 

etary T Sec 

, The undersigned directors 
ions Of the Executive Committee J «t lort^abov" ✓ 

^^7 y~ 

Robert N. Kemp, j 
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STATE OF MARYLAND DEPOSIT 
INSURANCE FUND.CORP., et al.. 

IN THE CIRCUIT COURT 
FOR MONTGOMERY COUNTY 

Plaintiffs No. 

v. 

TOM J. BILLMAN, et al. 

Defendants. 

AFFIDAVIT OF 
W. BRUCE McPHERSON 

1/ W. Bruce McPherson, being duly sworn, depose 

and say as follows: 

which serves as agent for the Maryland Deposit Insurance 

Fund ("MDIF") in carrying out its powers and 

responsibilities as Conservator for Community Savings & 

Loan, Inc. ("CSL"). In that capacity, I have 

responsibility for the day-to-day operations of CSL 

and its subsidiaries and for carrying out MDIF's 

responsibilities as Conservator. 

This affidavit is submitted in support of 

the motion of MDIF and CSL for an interlocutory injunction 

restraining defendants Tom J. Billman ("Billman"), 

Clayton C. McCuistion ("McCuistion"), Epicenter 

1. I am President of McPherson & Company, Inc., 

111 D 32 
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Consolidated, Ltd. ("Epicenter), Epic Holdings, Ltd. 

("Holdings") and Crysopt Corp. ("Crysopt") from 

dissipating or transferring their assets during the 

pendency of this action. 

3. I hereby certify that I have read the Complaint 

filed by MDIF and CSL in this,action and that the factual 

allegations contained in paragraphs 3-4, 6-44, 48-50, 

52-54, 56-57, 59-62, 64-65, 67-69, 71-72, 74-77 and 

79-80 of that Complaint are true. 

4. The facts contained in paragraphs 5-11 of 

this affidavit are based on personal knowledge, on 

documents of CSL and Equity Programs Investment 

Corporation ("EPIC") and their affiliated companies 

which I and other representatives of MDIF have reviewed 

m the course of MDIF's investigation into the activities 

of the defendants involving CSL and EPIC, and on 

interviews conducted during the course of MDIF's 

investigation. 

5. As part of the reorganization described in 

paragraphs 6, 7, and 16 of the Complaint, by which Billman 

redeemed his stock in Epicenter, CSL's ultimate parent, 

in exchange for assets with a book value of over $30 

million, Billman caused defendants Holdings and Epicenter 

I9s:j 



to agree to create a "legal defense fund" of up to 

$300,000 for the defense of Billman or Crysopt in any 

action against them. In addition, on September 4, 1985 

Billman and McCuistion joined with other directors of 

EPIC and two of its affiliates in causing a retainer 

_ t 
work. That retainer was subsequently returned at the 

insistence of MDIF. 

6. At a meeting of the Executive Committee of 

CSL's Board of Directors on April 25, 1985, approximately 

three weeks before Governor Hughes froze deposits at 

CSL, and during which the possibility that regulatory 

authorities would close the bank was discussed, defendant 

Billman initially directed CSL's senior management to 

maintain their accounts and certificates of deposit 

in CSL "to avoid causing unnecessary concern," presumably 

among bank staff and the public. (See Minutes of 

April 25, 1985 Executive Committee Meeting, attached 

hereto as Exhibit A.) At that same meeting, however, 

Billman also assured senior management that they would 

be able to withdraw their funds if problems arose. 

Senior management personnel in fact did withdraw large 

sums from their personal accounts at CSL between the 

Executive Committee meeting and the Governor's freeze 

iy:H) 



- 4 - 

order of May 14, 1985, including withdrawals by McCuistion 

of $578,448 and by Billman of $239,809. 

7. In addition to the funds withdrawn by Billman 

and McCuistion from their personal accounts, six companies 

owned or controlled by Billman and McCuistion also 

withdrew an aggregate of over 42.5 million from their 

accounts at CSL between April 23, 1985 and the May 14 

freeze order. Those companies also made substantial 

withdrawals during the period January 1 - April 22, 

1985 . 

8. On April 29, 1985, the Executive Committee 

of the Board of Directors of CSL granted an option to 

CSL's parent, defendant Holdings, to acquire CSL's 

subsidiary Community Financial Services, Inc. ("CFSI"), 

which owned virtually all of the EPIC-related 

corporations. The minutes of this meeting expressly 

state that the purpose of the transaction was "to maintain 

the operations of the various service corporations in 

the event of a problem similar to Ohio under which the 

state or federal regulators were to shut down the 

Association." CFSI•s stock was in fact conveyed to 

Holdings on May 13, 1985. That stock was reconveyed 

CSL on May 22, 1985. Copies of the Executive Committee 

minutes authorizing the transfer to Holdings and of 

1391. 



the minutes of CSL's Board of Directors implementing 

the reconveyance are attached as Exhibits A and B. 

9. On August 22, 1985, approximately two weeks 

before the appointment of MDIF as Conservator for CSL, 

EPIC Acquisitions, Inc., a subsidiary of CSL's parent, 

defendant Holdings, approved the purchase of 51% of 

the stock of Equity Programs Investment Corp. from CFSI. 

This transaction removed EPIC from its position as an 

indirect subsidiary of CSL to a position above CSL in 

the corporate chain — apparently for the purpose of 

shielding EPIC from any attempt to marshal CSL's assets ^ 

for the benefits of its depositors and creditors. This 

transaction was reversed on September 6, 1985. 

10. On August 30,. 1985, the defendants caused 

a number of EPIC limited partnerships which had acquired 

property, but which had not yet been syndicated, to 

transfer their assets to three EPIC limited partnerships 

whose limited partners, including Billman and McCuistion, 

were all affiliated with EPIC (the "in-house limited 

partnerships"). Furthermore, on September 5, 198S - 

the day on which MDIF was appointed Conservator - certain 

of the defendants, including McCuistion, caused EhL A 

Management Corp. ("EMC") to be substituted for EPIC 

as the general partner of those three in-house limited 

1392 



partnerships. The apparent purpose of this substitution 

was to prevent the conservator from gaining control 

over the in-house limited partnerships and their newly 

acquired assets since EMC is a subsidiary of CSL's parent 

company and is thus not under CSL's control. Subsequent 

to the appointment of MDIF as Conservator, EMC agreed 

to return control of the in-house limited partnerships 

to a subsidiary of CSL contingent upon an overall workout 

of the bankruptcy proceedings of the other limited 

partnerships. 

11. MDIF was appointed as Conservator for CSL 

on September 5, 1985, and defendants were given notice 

of the request for the appointment before that request 

was made. After receipt of that notice, however, without 

informing MDIF, the defendants caused 341 of the EPIC 

limited partnerships (not including any of the in-house 

partnerships) to file bankruptcy petitions pursuant 

to Chapter 11 of the Bankruptcy Code in the United States 

Bankruptcy Court for the Eastern District of Virginia 

with the apparent purpose, and the effect, of limiting 

the options and authority of the conservator. 

I99;i 
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W- Bruce McPherson 

Siibscri^d and sworn to before 

this 22nd day of November, 1985. 

My Commission Expires: /, /$£'((? 

1994 
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WHEREAS, 

WHEREAS, 

WHEREAS, 

WHEREAS. 

WHEREAS, 

WHEREAS, 

WHEREAS, 

WHEREAS, 

NOW, THEREFORE, 

Public confIdcnc* In rhe «ccurlt>r of deposits" In priwately- 
Insured •*ving» «nd loan «a»oci«tlonf has be«n severely 
undcrnlncd by the recent flnenclal crisis In Ohio; 

O^lo and the subsequent closing there of . 
privately-Insured savings and loan associations have led 
to heightened sensitivity in this State concerning the 
fiscal Integrity and financial stability of privately- 
insured savings and lean associations; 

Severe i*anagaaent orobleas at Old Court Savings and 
Loan, Inc., a privately-instirad savings and loan association, 
led to the replacement of Old Court's chief executive 
officer and the placcaent of Old Court under a Maryland 
Savings-Share Insurance Corporation aanageMnt afreenent; 

Aa a result of those events. Old Court began to experience 
•xxraordinary withdrawals by alarated depositors, resulting 
In long congested lines affecting the orderly business 
operation* of Old Court and threatening the public 

which continued unabated until the involuntary 
Inposltlon of a court-ordered conservatorship and the 
limitation on withdrawals in the amount of $1,000 per 
account per 30-day period; 

Public confidence continued to erode and led to siailar 
events at yet a second savings and loan association, 
Merrltt Comaercial Savings and Loan, Inc., another 
privately-insured association, which events also 
continued unabated until the voluntary acceptance of a - 
court-ordered conservstorshlp and identical limitations 
on withdrawals; 

This erosion of public confidence has now spread throufhout 
the State to other privately-Insured ssvlngs and loan 
associations, resulting in threats to the stability of 
these institutions and of the Maryland Savings-Share 
Insurance Corporation; 

If these circurjstances are allowed to continue unabated, 
there is an immediate danger that public safety will be 
imperiled; 

A state of public crisis and eoergency, threatening the 
public safety, health, and welfare, exists within the 
State of Maryland; 

I, HARRY HUGHES, GOVERNOR Of THE STATE OF MARTIANO, BY 
VIRTUE 4F' THE AUTHORITY VESTED 1H KE BY THE C0NSTITOT10H 
AND LAWS OF MARYLAND, INCLUDING BUT NOT LIMITED TO 
ARTICLE 41, 15B AND 15B-2, HEREBY PROCLAIM THAT A 
STATE OF PUBLIC CRISIS AND EMERGENCY EXISTS WITHIN THE 
STATE OF MARYLAND; AND, IN ORDER TO PROTECT THE PUBLIC 

I9n:: 
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SAFETY, HEALTH, AND WELFARE aKD TO BRING THE P'JhLiC 
CRISIS AND EMERGENCY UNDER CONTROL, HEREBY ORDER THAT 
UNTIL THIS PROCLAMATION IS MODIFIED OR TERM 1KATED, THE 
WITHDRAWAL OF ANY AND ALL SAVINGS ACCOUNTS AND OTHER 
DEPOSITS IN ANY AND ALL SAVINGS AND LOAN ASSOCIATIONS 
THAT ARE INSURED EY THE MARYLAND SAVINGS-SHARE INSURANCE 
CORPORATION AND ARE NOT PRESENTLY OR HEREAFTER IN A 
COURT-ORDERED COKStRVATORSHIP BE LLMITF.D AS FOLLOWS: A 
SAVINGS ACCOUNT HOLDER OK OTHER DEPOSITOR MAY WITHDRAW 
FROM EACH SAVIMGS OR OTHER ACCOUNT IN AlOUNTS ^OT TO 
EXCEED IN THE AGGREGATE SJ.OOO PER ACCOUNT PER EaCH jQ 
CONSECUTIVE DAY PERIOD COmENCING FROM THE DATE OF THIS 
PROCLAMATION; ^PROVIDED THAT AKY NEW SAVINGS ACCOUNTS OR 
DEPOSITS MADE AFTER THE DATE OF THIS PROCLAMATION IN 
EXISTING ACCOUNTS SHALL NOT BE SUBJECT TO THIS 51.000 
LLM1TAT10N ON WITHDRAWALS; AND PROVIDED FURTHER THAT THE 
STOCKHOLDERS OF ANY ASSOCIATION, ANY CONTROLLING PERSON 
OF ANY STOCKHOLDER, AND ANY SPOUSE OR MEMBER OF THE 
IMMEDIATE FAMILY OF ANY SUCH STOCKHOLDER OR CONTROLLING 
PERSON MAY MAKE NO WITHDRAWALS. 

ATTEST: 

<d 
Mary P#t MacDonald 
Notary Public 

My Conasission Explrei: 7/1/86 

i •; 

\;r 

'Vl-:! 

GIVEN Dnder My Hand and the 
Great Seal of the State of 
Maryland, In the Cltv of 
Annapolis, thisdav of 

lyni; 
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>JV . . «.C J^Str::i'r 

"s^ V-.4- • * ,. ••»-• >" ■ 
W-i '■ ■ -; v ;; .■ ■ •fd, ••' ' . . .•;.: i v;.. 
kT'-"-'". 

r.- _ ^ r T~rTi V ^ 

VJ-yCS AVJJiU 'ft LjOXN)$ 1 

Gc-^ircDor tSarcy ttcghca 
fjtste Eou--;t} 

AnnsiiQliSr Matylend 

I>saC Governor Hogbee: 

Cos^-aunlty Bsvlnqa b Loan b 
i!£p«cife&ccd! besvy withdrnvals d 
pablicity suriounalug tlie FSLSB 
tba J-PIC Cosrpartlcs prlof to opp 
sccpwota. . 

On Saturday Rnd again toda 
^t.r%/;Sltore reeking s'iti'drawaJe 
ticre hc.vc !>asn distutbencee in 

39, 1905 

b ccer tie p«Bt fnw Jays 
itt in lacge part to Accent 
r»»qulrr«nnt that Coscsunlty rtiv^et 
oval fpi: FSLIC ipcurance of 

r thef<t hevo fcinnn llr.ee o£ 
>t all of 0"<f btaochac. At 
these llnca. 

t'ct-'S , 

f-e art ^ctivoly piiroulng nLgOtiatio.-va vltb « nv,-ttt>or of 
intecectcd psrtie#. Including tic private sortqage inaurence 
cn^psnlea, to arrive At a plan to accosplifvh ttie divestiture of 
tbe^EflC CoKp^nl«s. Howcvctf tteBe CAgotiationB cannot succeed 
in !U1 atsOSphftie of public paoib vhlch in thft catucal result of 
tbs csfttinuing ss-edia covStag* 0p bhe linos at out bttnche8» 

Tjierofom, in order to protect all of the depseltorn i 
Ccr.V,unity and la order to preictve the public safety and « 
uc hereby request tbot yon l^i^pp &a eiecutive order which 
prohibit vithorsvsl a fro® Cor*.^t,iKlty for u jierlod of tvi»nty (20) 

rb of 
el to re. 
rtould 

Od-.-s. This till J-op-cfuJly giv« the ti^n to acriva tt a 

Very truly yoUCH, 

v 
cf^rrou c. KcCDISirlOH 
cli^lrraon of the &osrd Artd 

'• preBififsnt 

-■ O" * 6570 r.-x-k Mv -■•---f f 
i 

w 
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THE WALL m 

EPIC Mess 

jRealty Firm's Plight 

May Cause Much Pain. 

Alter Thrift Industry 

fUsky Tactics That Included 

100% Debt Stir Worries 

By Regulators of Lenders 

Threat to Mortgage Insurers 

Unul two wrtki ito. Eqmty Prep^rj 
Inv«unem Corp. wu-a jnm. npioj/ 
rrowinf bui litile-noticed rru +intf 
(inanaiJ umcn firm. 

F rom m Onmul-in wnenludw 
quirun m Uie iVunirron. D C. luCurs 
o( FiiU Ourch. Vi.. EPIC ovenjw i 55. 
nfflct. nauonwidf networ* tdjc jotd r«al- 
tiuti tu sheUtn. secunuts ifi<S homM. 
WJlCT EPtC nwa«l cull. 1: nt it <rom Community Sjvmp i Loia Aiiocution of 

Md.. i jmui. pn»atily insured 
ttinh tint EPIC tioufnt in 1532 ana Ijttr 
r«tnictur«<l to btcome EPICj p»rtrt 
company.- 

But EPIC y obicurf no more. Eirlier 
itin montfi. it announcw l'h it did misj« 

ni fi ; 

v-\ -r ■ ■V 

'h 

This '•rlicte uas prtpnrtti by Wall 
Slrrft jQumni ita/f reportcn Onvid 
B. Hihler nntl Jonnnt Ltpi/mn in .\>ic 

Monica Umqlty m If/wAin^ton 
nnt Sift e Siiircin Phihuielpiun. 

an «uma:cd s:3 milhcn wf principal and 
interrjt paymfnu owfd to scorn o( otfifr 
thnfts to wnom it .lid sold tt.( miltcn nt 
morrrntrs .ind morrift sajkrt 
ties. And tn* spotiignts rn<.ui 
EPIC as a purveyor u( ior r rsViest 
rfal-estate syTdicmnns a.ju.oit. K EPIC 
ultimately 3f(aui:s tn 2-a 

| payments, m-.estors. .trw::;rs and ;n- 
| surers could :ose Huncreis it .r:";cr.s c( 
dollars. EPIC'j client also ri:;fs ;r:u5lir;» 
questions aeout tSe sci;.-: :.-.e:s ;( 
real-estate laj s.le!ters a.-.d ;r;e rcrall'-'-n 
o( tnn.'a. 
L'nusuaJ Risks 

However. EPICi fttfn-f.'yinf lyrdica- 
Hons were excessive even in an incus;.-/ 
built on ns*. syndication •Mperj say I 
don't even consider tftem to be even r— 
moiely in the same bus^esj as we :rr.' 
says Mitchell Hocnberx. senior vice rrrsi- 
dent o( VMS Realty Inc.. a major i/ndica- 
lor. And alLloujh EPIC says it nopei a 
syndicator may buy it and .*ielp oaiI it ^ut. 
■;U>«r svndicators may ret tt •nliir.j par. 
"erj. Says Mr. Hocnoerj- It s so 'ar a 
stream o( •n.si all o( us Co inat 1: seems 
Hard :o believe (hat tfiere s .mytfimj ;^.it 
"e d Se interested in. 

Tfie inost disturonr \sp;ct • PX i 
pliftit. moreover, is tsat ;,-.-r; c>.ysn t 
seem so be inyt.litij :!>?:! ;-c > ;v 
tr.e company s pan^ersmps »er? m 
That .'act ••.r-es ;.m;: irs:i:u:cn ••r-'a 
tors, vino rear ;.-.at ;^.cr :nr:;;s .tuv"'* 
la.Tibunj on «v«a'Ri^ser r.s\ -fa: rs;a;- 
deals. 

"e ir» tstttHT.t r-.an ■ r.- m 
'is *3 • «- • 

^?yr? 5 ..JC,.r: **- 

1 -A \;:;.-.:a, •, '• "■ " 

-no berj jr .iciaie Ce o.rj a.-s jump 
•"to real estate ventures tsat .iren t :y;;cii 
cr safe. ' 
Many at Risk 

Potential losers in X; EPIC p,r.t 
abound. About b.jCt) individual investors all 
across the country have J1T3 million lcc!ied 
up in 351 EPIC syndications. At least 10 
L'.S. monraf* insurrn and 10 reinsurance 
companies ;n Europe and the U S. may 
face some KOO million in claima. Commu- 
nity S&L stands to los* the US mUion that 
it lent to EPIC. The other thnfts mipit 
have to wnte down EPIC related mortjan 
securities. And the 20.iC0 houses owned by 
EPIC partnerships could soon be put on 
sale at inocltoown pncei. 

At We root of the crisis are EPICs real- 
estate syndicauoiu, partnersmps that bor- 
rowed money to buy rental houses. 
Throujh clever structunnf. the partner- 
ships attracted well-off investors, such as 
dentists and lavyers. wtw visions of n m 
ta.x dcduct:ons-lor up to five yean in a 
row-.'or every si .hvested. 

EPIC also paclrfed the loans into 
mortcaj; secur.ces. .*nicn were insured 

1 by private compares. It sold the securities 
■0 thnfts and other i-smuuonal investors, 
who rrt the monthly xorjat* jay- 
men ti. 

On the surface. EPICi shelters were 
straifht.'onvard enough. Hi.nc.T-ls nf 5>-n- 
ctcators ha\e nued billiohs of tollan us 
mf '-he same b.u.ic metr.cd. out scratch 
the surtacs. and some major-ana Mten- 
:;ally Ca."i;erous-d;.'ferences appear. 
Hu;e Debts 

One b'.t Citference; EPIC par.r.en.-.ips 
bcuf.'.t houses-pnlBanly mccel "trri 
ard unsold remnants of hcusi.-f iewVp- 
.-ents-rather than mcr.<>ma»en jutr. js 
apar.ment Suiicir.^ cr i'-zz:-; :c"ri 
Real estate experj say rental .tcr.ts ::r 
t>;tca;ly a money-icsirj inv-s;-.'-: ..1 ary 
■tiset heuiet are la.-jtr ana r.cr? ccst.v 
t.i..n 1; •.rtmcntj rut vt" t .i,a ;y tr: 
mand rroponicnately "ore T-.t. 

."•Scrtsver. mocet .-.pmrs. rrntehes Ketff 
Morns. !:.e chairman oi VT-tS HeaJty. are 
amen; the .Test ttxaensue. '..-eccncr.:;. 
speculative ' tyjes of' ml estate. He sa. s 
that a homes ialue ieclir.es 
cause e^erybocy in the *orta tr>^s 
tftrouyn it.'" and it s Coitt with fntts that 
aren't eccnomic. late rrtd plaied tail.t pa- 
per rollers." 

Another major ot";rence is cebt. EP'.C 
-ir.htnhips ;orrc-ve\l enorr.pus 
-.moun'j--)(ten over i5~ m l icmett—.ov 
n e<!fcl. ovc 'M'r of the pre* mey paid 
fir .'-Tes. .\:thcu?h oifcr tyiX'tlun 

Ftr'tif fur' 'j e'iat t. Column I 
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-Vuch Pain and Even 4]-V"rfip \r '" "•' ^au~e 
—_______ • Ulci The Mort^Typ ?,* ■ 

fP.'C .-1.- 

fir*( Pr " -J Vrr~w • ' .3wi;;v • 'av"y 

• " ''':r '0ArJ fc i~ 
, . ►^Derry ^ or (.v wav 

™<xn:y: 

' ■■•ii pomoj/ity couicse. 
™ntfl rorimn„,-1!"*7" «ny am 
«""» Mirynna (finSf' ^ on 

oi/irr siiu oinfu ' <-om-'T'iuii(y 
JWly for fwjerxj aro^f on3,rM W 

fTfUiuo,, '?°*t ln«r»ncf. Bui 
«P«-uJ4Uv, op«1!lc^ "y al>ou' EPICj 

""'Ml .1 rx naVTrp^*™ ,n31j™ce Ep^c. wiui ltJ ^ 'c "nmeauieiy. 
Choice Out 10 Slop t»mJw!nirfXZ,n' h2d no 

"'fy ind (0 quit 
'oon cayTTiMf. syn<2jCitionj. It 
"onnm. P ym'flaonu"i^ 6.11,00 Of 

r"Sm.^Xf'BV ^ ", 
"» proptrvr, f" =0"n t, 
^ mi-nu,, ptrnZZ^ :ar*COK or 
mkruptcy proc^J^f* m'fn' "Wr 1v«(or3 /f ^ CiCAfr wjw m.. 

-pSr o,',n- 

Wnurt ,j uiicn^^m^'W '< 
"rren ejr.k,n ftjv "0 .is in- 

. company. out .. 7*^ (r^nf to $^/4% 

'^TZspXZSZ 
^z:r:r:S 

ay a.-- :,. 

-^—miv oJom-Mwwu-an- 
■s somf oowrven t0 com* "r 
'n iu:'"- * avZ J] mor'nn m- on -PIC mornr^T," '3u' ,0 

■Utorj worry («»[ r,-
f ' 'ti&tlon. 

■ :"y rfj/Mti,, p 'f* pi^rnr 
>-Oin Bi-t ' fMorii 

SfrVfJiJ^.""- 

•re rwo wrtu Jr-^ 
10 •lere 

>"* -"O UKM to""on* EPIC ^ lo b» .UeniifiM 

'j* 1 -. ^ •r :>-- 1 -•■-"J 'avf fj #- . , 
■'V J --rr^ Jr"„ 

■1 ST'C' *1 ' M 
; ■ :■' 'Pic -u,: 

^ >'r■, tv 
•t- '"PIOKf SJ)j 1 

'J0'3 Home Purcha^s "Uiom »/ j-n 

-■■'~ii sex,, 
i 7;" :J :'-u.1 :'.i 

■—irz .i .':r~_ 
•'. ;.-:c iJy)L( .-C! 

. -:n' • ore • i :ry.aiy. 

i £p;^CCrC' Acccrcir.f .q . .t lw s>'nflic.-j;icr3 crsn ^" s*c'U5ej. 
i .v;" ^"•-^■ii~c;in,,,,orwM 

«Vj5'^v4iutf of —r8^' 
iciwjiy Cor-,™5'0''•> slT,9i":;o,-i 
Purcfi.-je pnce jfJ:®' !f,3n ,c,r' H :.1e 
««,!/ o-™ui£c-0tscw"Mc^r* 
Builder Retain 

""W 'ZZl™*'""- EPIC r- 
teunn of punr-iS, 0' "C 'o onf- 

^ com piny .•1,a^Jcc 0' '^mej 
"d I'nM up mor ,f* "o^ Prt rre^e ?nC(,p tuwa on ,> 

lyna.c^ion. ?or ..
0 -P,c ■•■•> w" 

^rc'^ aTmim 

iZt^y^ZT^Z 

?/™£y™ZS^"c'e " cor.e-a, 

*« I'r^c^T ":o ''' V'ow m.r 
ftome buyers U7i«i • f rve 
^S-T r?do«?^ 

^Ul" uncom^ ■•y'1'™"''0" <Jf5( -■j 
airrcior of parwen-m d G' H^i:If 
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THE WALL 
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By Srnc s-urr: i.'.i •■.cska. 
•/T— --^Sr..r. -o-cixr 

t One of ide hkmi compiicatM ir.a ccn- 
-sini up«cu o( uie emu u EcjL.-iy Pr> 
rroru Invoment Cora, u tf.e rrernn.u- 
ion ol Equity Prep-urj partnt EPIC 

HoWinn m* *0* S 
Fwler*! cfflciili luve luejuonrl tilt 

r"ullM 'n * s« ""I* 
^ ' f<'u'ty 0' th' "m- Mnwnwnuon officui wyi rwo pnnciMJj ol EPIC HoWIrn Tom 

i C!irt0n C McC^Uon. loo« 
comply n cui o( tf.c 

' .„'ni'1*rrornn'UUon-y«f»opnncpia JW up 1 Mpinu iftirMolder dm for 
'heir stum, ina men OKJirw dmSf-ci 
only for uiu ciixi, u>t offlc;aJ jiic. or- 
pnnnpi] received sio miDon. ma c-e 
otJier SU miJUon. 

FedenJ offlcitii sud :»e ».r, loufld -n,n t SLje cucrepincy -1' 
no.iced in Oil montfiiy fmjflciU su:eir.e- ^ 
rTiry1"* f"a 0' Jlnulr>' to uie end of F<-> 

Rerj^ory offlciUi ilio detected in- 
ocfier SU million wu missmf, beciuie n 
"iin t iccotuited for on uie tookj it -.e 
end of Feeniiry. "All of » judden. tn, 
uity .n EPIC (Moldinpj dropped S« mil- 
lion. tfie lamuiutntjon of.'iciil jud. - Ue 
found Uat jji million went :o two pnnci- 
PUJ u OlvKJeiKU, tut no one knows »nai 
uppened to uiouier s;5 million. It ust 
s*emj to have dluppeired. ' 

Government officiu ire ccrcer-ed 
itxxu the (iminf and reuon for -e 
dendi whicn left ife csr.piny m a veicr 
nnancm condition and jeopcrtiad iu cis.i row. Uie adminutration office said. 

Mr. Billman uys a rcor^uiiairc-i ;rc.< 
P-ace. but he denies ;riit he and Mr. 
■•.^Cmuon rook J21 million of iivi^j-^j 

• hatj factually mccrrtci.'* Mr. S ' 
rri.i sayj. Instead. sa;s. .le exc.-.a-r-i 
nu majority inierest in EPIC .'lori.iys re- 
sole ow-nersnip of auout ;o cf ;'.e 
company s S5 unita. '^'.Tiat I S;o .v.u -■>*; 
companies whicfi we fiad iu.t up" w.iic.l 
liud notnmr 'o do wili epic a.-a Ccm.T. 
mty.' he says. 

Mr. Billman jayj ce hai To idea ' 
what officials are til!<inf aaom m rrf-r- 
nnf to dividenai toxen oul of EPIC Ht'd- 
mo. 

Mr. McCuistion also Crmes havirj 
taiien the dividendi. but .'.e declined 'o 
elaborate. 

Mr Billman jayi t:;at :n Fetruiry. fie 
l-jired over his staie in EPIC.Hcldinrj 
a »roup of other corporate olficen ."le^ilrt 
■'y nu ccUtft roommate. Mr. McC.;s:;on. 
In reium. Mr. Billman jisur.c^ full 
-nhip of abcut j) iir-.er EP C H:t J -zz 
-nrj. He now .-jr.s i.i'-se crrr.-.'.'.-ies trm 
in office he rerj ..t i?:c HjX;-,-; Ki::s 
Crnrca. va . seas;iiar;rj. 

I- ieed, Mr. Ei!!.T..in. a \'ir,~nia " 
builder who founded :;u:y I -jrar-s :j 
>ean zfo. is a wniar.o cc::.-c:or .1 rx.- 
paniej. 

He says -.hit some w'f fe 't •« - • 
«I IP at EPIC Hsuinn • :o 
inyi.'.mi r.c.j m .uie' A- • •' 
'■~;ar.y. L.;; C..~ . ' 

■): iir 
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Cxtcutibc Bcpartmtnt 

EXECUTIVE ORDER 
01.01.1985.22 

Co—Savlnif «Dd Loan A««ocl«clcii - Twporary C^«>«clon of WltMr«v*li 

WHEREAS, 

WHEEEAS, 

WHEREAS, 

NOW, THEREFORE, 

Ch«pc«r 1 of Ch« Law* of ch« 1983 Extraordinary Scstlos 
of cS# Caaaral Aaanbly proridaa broad authority Co cha 
Cowamor to affactlvaly unafa any aaarfancy alcuaclon 
in a aaTlnga aod loan aaaodatlon; 

Ao aaargaocy axlata with raapact to Couonlty Sarlnga 
and Loan Aaaodacloo, In that tha wdfara of dapoaltora 
la thraataoad by as actual or lapandlng Ispalnant of 
liquidity; 

Tha raargancy with raapact to Cooaunlty Savlnga and Loan 
Aaaodatlon cannot b« maoagad aolaly uodar tha tarva and 
condltlona aat forth In Exacutlva Ordar 01.01.1985.11 
(May 21, 1985), aa aaand*d; 

I, HARRY HUGHES, GOVERNOR OP THE STATE OF MARTUND, BT 
VIRTUE OF THE AUTHOR! 17 VESTED IN ME BT THE CONSTITUTION! 
AND LAWS OF MAKTLAND, INCLUDING BUT NOT LIMITED TO 
ARTICLE 41, if15B, 15B-2, AND 15B-3, HEREBY PROCLAIM 
THAT A STATE OF PUBLIC CRISIS AND EMERCENCT EXISTS 
WITHIN THE STATE OF MARYLAND AND HEREBY ORDER THAT: 

(a) (1) In thla Order, the following worda hava cha 
meanings indicated. 

(2) 'Account* aaana any depoaitary account, 
however atyled, eatabliahad by any depoaitor, including 
but not limited to atatenent aavinga and paaabook 
aavinga accounts, buaioaaa aavinga accounts, certlficacea 
of depoaic, any forn of negotiable order of withdrawal 
(NOW) accouoca, and cloc op«n accouoca evidenced by any 
fon of account agreeBent, and any fora of loan account, 
including but not Halted to any type of loan, loan 
comaitsent, line of credit or letter of credit, or any 
eacrow account eatabllahad in connection with any of tha 
foregoing. 

(3) 'Coaaunity' naana Coavunity Savinga and Loan 
Aaaodatlon. 

(4) "Withdrawal" neana any outflow of funda by any 
oeana whatsoever. Including but not HaUted to withdrawal 
by check,'draft, note, negotiable * order of withdrawal, 
■oney order, travelera check, paper originated internal 
debit itea to a depoaltor'a account (auch aa an automatic 
loan payment), repurchaae agreement, electronic payment 
(auch aa direct debit, automatic teller machine tranaactl^ 
through a proprietary machine or any network of machinea 
of whlcfc Comwinity may be a member, intra-lnatltutlonal 
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"i t rid rauai or transfer, or donrsclc or 1 n t c rna t: onaj 
wire t ranE : e r ), and an 1 r.s : 1: u 11 on<u contractual ofclleerion 
Involving an account and the w-thdraual of funds. 
Including but not limited to outflow under llnes'of 
credit, letters of credit, or any type of loan or loan 
comnil c.:D<?nc.. 

(b) Effective Immediately and for a 20 consecutive day 
period commencing froa the date of thl« Order, no 
withdrawal of any kind or nature shall be peniitted from 
any depoaltor'a account at Connsunlty. 

(c) Notwithatandlog any provlsiona of the Unlfons 
Commercial Code, the midnight deadline, or the time 
within which negotiable ordera of witWrawal drawn upon 
a savings and loan aaaoclaclon may be dishonored, is 
extended to che close of the third business day following 
presentment. Any withdrawal not finally settled by 
Community prior to the date of this Order shall be 
dishonored without any llabillry on the part of Comrnanltv 
for doing so in compliance with this Order, and any 
financial institution or other payor that has imposed a 
fee because of Community dishonoring of a negotiable 
instrument as a result of this Order shall waive the 
fee. 

(d) Notwithstanding the provisions of paragraph (b) of 
this Order, subject to review by the Acting Fund Director 
of the State of Maryland Deposit Insurance Fund Corporation, 
the management at Conimunlty shall have the discretion to 
allow withdrawals from any account for the purpose of 
funding construction loans or other real estate loans 
under commitments existing on the date of this Order or 
for any other purpose, provided that in each case, in 
the best judgment of the management at Community such 
withdrawals will protect or enhance the value of any 
asset of Community will protect or facilitate the 
collection of any loan made by Community or will otherwise 
be in the best interests of Community. 

GIVEN Under My Hand and the Great 
Seal of the State of Maryland, in, 
the City of Annapolis, thls/ir/-^ 
day of August, 1985. Effective 
immediately. 

■u.- 

Tjkry Pat MacDonald 
Notary Public 

My Conmlssion Expires 7/1/86 



1: BOARD OF SAVINGS & LOAN 
i ASSOCIATION COMMISSIONERS 
;• The Brokerage 

34 Market Place, Suite 800 
Baltimore, Maryland 21202-4076 

!•' and • I 

!= FREDERICK L. DEWBERRY, Acting 
Fund Director, Maryland Deposit 
Insurance Fund Corporation 
114 East Lexington Street 
Suite 602 
Baltimore, Maryland 21202 

i: Plaintiffs. 

:i COMMUNITY SAVINGS & LOAN, INC. 
6500 Rock Spring Drive 
Bethesda, Maryland 20871 

Defendant 

SERVE ON: 

IN THE 

CIRCUIT COURT 

FOR 

MONTGOMERY COUN1 

No. 

COMPLAINT AND PETITION 
!: FOR APPOINTMENT OP A CONSERVATOR 

r 

The Board of Savings & Loan Association Commissioners a 

Frederick L. Dewberry, Acting Fund Director, Maryland Depos 

Insurance Fund Corporation, by their attorneys Stephen H. Sach 

Attorney General of Maryland, Dennis M. Sweeney, Deputy Attorn 

General, Diana G. Motz, John K. Anderson, Sruce P. Martin and j 

Acton, Assistant Attorneys General, allege as follows: 

1. This action is brought pursuant to the provisions 

Financial Institutions Article, Maryland Annotated Code, §l 



^ il/(c) (Chs. 6 and 9, Laws of Maryland 1985 So. Sess ) e. 

purpose of obtaining the inunediace appointment of a 
11 a v- w n s q tv 
j| of the assets cf the Commuhity Saving 4 Loan. Inc.    

j, in the interest of its depositors, creditors, and sharehoider. 

^ 2- Plaintiff, Frederick L. Dewberry, is the Acting ; 

j eccor for the state of Maryland Deposit Insurance 1 

j Corporation which was established by the MacyUnd 

j Assembly durxn, its 1985 special session. The state of Mary! 

Deposit insurance Fund Corporation (the -Fund-, is created in 

. Department of Licensing and Regulation, section 10-:il7<c) (1) 

. the Financial Institutions Article authorizes the Fund direc 

: to "exercise all of the powers of the Board of Savings and L 

Commissioners ... to institute proceedings for the appointment 

a conservator or a receiver-, if the fund director deter 

"that an association is being operated in an unsafe and unS 

manner, or that there is not a substantial likelihood that 

major association will quaUfy £or eederal in3urance( ^ ^ 

in the public interest". a "major association" is defined 

S10-101(h) of the Financial Institutions Article as - - 

association with total assets of $40,000,000 or more". 

The Board of Savings and Loan Association Commissioner 

pursuant to 59-70! of the Financial Institutions Article 

authorized to "institute proceedings in an equity court in t: 

county where the principal office of the savings and lo. 

association is located for the appointment of a conservator" if 

'"I The savings and loan association fails to comply with a final order of the 
Division Director or Board of Commissioners; 
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rh,r 'V The aoard of Cc.^-issicners cons^ce-s 
^aMh,e «?PO»»ta.nt of a conservator >s ^ the public interest." 

3. Community Savings and Loan, Inc., is a capita" 

I corporation organized and incorporated under the laws^ 

I Maryland. «, principill o(fice u ^ ^ ^ ^ 

I ■ Sethesda, „atyUnd 20817. Community ^ uholly.ov(ned 

EPIC Holdings, Ltd., a holding company which in turn is owned 

1 another holding company. Epicenter Consolidated, Ltd. Epicen, 

consolidated, Ltd. is owned and controlled by Clayton 

■ McCuistion, community's president. Community is a maj 

association within the .waning of 510-101,h), having total asse 

Ot approximately 5450,000,000 and approximately 30.0 

depositors. 
I! 

4. At an emergency meeting on September 5. i,„. the Boa 

Of savings and Loan Co^issioners, after reviewing the curre, 

status of Community Savings and Loan, inc., voted to 

appomtment of a conservator as in the public interest. A cot 

of the Board's resolution is attached as Exhibit A. 

5- The Acting fund Director has determined that Co^unlt 

«U not qualify for federal insurance,, and that the appointmen 

of a Conservator for Community is in the public interest 
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i; I 
j1 

J. COMMUNITY HAS SEVERE LIQUIDITY PROBLEMS 

i i 
6. Community is operating in an impaired condition 

■ faces a liquidity crisis which has caused it to fail to meet 

'i obligations. 

A* Conanunity'a Losses and Lack of Depositor Confldanr* 

7. During 1983 and 1984 Community experienced a period 

rapid growth. By December 31, 1984 total assets we 

$543,247,000, a 65.2% increase over the December 31, 1983 tot 

asset figure of $328,818,151, which was a 164.3% increase ov 

!j the December 31, 1982 total asset figure. 

%. Community has been unable to sustain growth during 19* 

and, in fact, has experienced huge losses. From January 1, t 

April 30,. 1985, Community has incurred a net operating loss c 

$3,866,455 and an asset decrease of 16.1%, a rate of 48.3% ^n a 

annual basis. 

Q 
10. During May and June, 1985, Community suffere 

$4,003,075 in additional operating losses "for a total loss £c 

the six month period January to June 30, 1985, of $7,869,530. 

U. Community has experienced massive withdrawals o 

jj deposits during 1985. From January 1, to April 30, 1985 

Community lost $83,401,522 in savings withdrawals. 

11. During May, 1985, $43,063,176 in deposits were with 

I i 
! I 
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I 

drawn frcm Ccrrjnunity. 

1^. In June, 1985 , the first full rorth in 
^ tn m which 

Governac'3 Executive Order restricting withdrawals to SI,000 

in force, Coir.-rmnity lost 56,467,684 in savinqs outflow. 

I?. In July, 1985, 58,912,071 in deposits were withdr 

from Community. 

lif. From July 31, 1985, until August 29, 1985, when 

Governor banned all withdrawals from Community, 53,557,000 

j savings were withdrawn by depositors. 

lf' ThUS' 3inCe the first January, 1985, Community h 
suffered a loss of deposits of 5138,933,744, 

1^. On Thursday, Aucjust 15, 1985, the Washinoton Pn. 

j Baltimore Sun. Wall street Journal, as well as other newspape 

j 3nd television stations i„ the Baltimore and Hashingt 

! Metropolitan areas, carried extensive news coverage of proble 

,■ at Community Savings and Loan, particularly those related to t 

need to divest Community's EPIC subsidiaries to'obtain mandat. 

federal insurance. On Saturday, August 17, 1985, the Washinot, 

3 'ron,: pa<;e lead article was headlined: "Maryland Savim 

^ t Loan Unit May Default: Community Savings Subsidiary in Arrear 

|| By Op to 51 Billion'*. Similar news reports appeared in oth£ 

li newspapers and on television. 

; A 
j, u. This publicity devastated what depositor confidenc 

! remained in Community after three months of withdrawal limita 

1 tions imposed by the Governor and an emergency special session o 

the General Assembly called to address what has become known a 

Maryland's "Savings and Loan crisis". Lines of people intent o 
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withdrawing their deposits apoeared at aii r^'-p r^- ^ 
'"■'•e Lc^.jr.unicy 

!; 0"iCM a"d lon9 lines "ntinued all day on Saturday, Ac?l^ 

and Monday, August 19, 1985. 

! !«• In a l«ter dated Augu3t 19. 1985, Clayton 

' Mccuistion. Chairman of the Board and Present of Co^uni, 

as.ed Governor Harry Hughe* to "issu# an executive order whi 

would prohibit withdrawals from Comnunlty for a period of twer 

««) days". Mccuistion requested such protection becau 

Community has "experienced heavy withdrawals due in large part 

recent publicity surrounding the FHLBB requirement that Communi 

divest the EPIC Companies prior to approval for FISLIC insuran, 

•••" Mccuistion-s August 19 letter also cited the lines « 

depositors seeking withdrawals and claimed that "there have.be< 

disturbances in these lines". HcCuistion's letter also A 

reference to the "atmosphere of public panic" and the need -t 

! protect all of the depositors of Community and ... to preserv 

: the public safety and welfare ..." 

if- On that same day, August 19, 1985, Governor Hughe 

issued Executive Order 01 01 iqa* u u 
01.01.1985, which banned all withdrawal 

from Community for twenty (20) days. The Governor ordered th, 

temporary cessation of withdrawals because of the "emergency a, 

Community "in that the welfare of depositors is threatened by a, 

actual or impending impairment of liquidity. 

B' M?srsfedig^n?;inUln Li'rildltr- Fee income, 

2j>. The savings outflows detailed in MU-ia haVe caused a 

severe liqmdity crisis. Prior to August 20, 1985, Communi^ 

operated on a "no cash basis". . At the end of each business da^ 
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■ i che cai.y activity was deter-ir.ed and Cc-  

11 calculated •- 
. « needed to borrow from che rederal Reserve discount wiR<!ew 

brxn. Us negative oash position bao. to a zero baiance. 

2l From May 13, 198S through July 1s, 1985, daUy ^ 

■ reserve borrowings have ranged fro. S3,200.000 to S26.961.0„0 

, Community has had to severeiy ourtai! its lend 

activity because its aridity w„ oniy ,u£Jiciene to m< 

^ngs A. of AprU 30, lS8S. £„ income t.Ue.d 

lending totaled only <152 nnn 
S15J,000, an annual rate of $456 00 

During fiscal year 1984 th* f 
. r " l:he income was 57,440,000 

As a result of the liguidity crisis Community and i 

holding companies has experienced. Communitys subsidiary. Equi, 

rograms Investment Corp. (EpIC) announced on ^ 16_ 

. at it had missed an estimated Sl8 million of principal ar 

, interest payments owed on Si 4 biiHon « 

. , , S1*4 bllli0n 0f mortgages and mortgage 
| backed securities. 
1 

| While .pxc claims to have until September 20. 1935 f 

■ make the" payments before it i. < .• 
it xs m final default, the - epk 

announcement and its apparent inability to meet its ma,. 

E 
9ati0nS ^ Shaken the financial community's confidence ir 

ltS affiiiated companies and its oarent- r parent. Community. Th? 
extent of the impact of this development can be gauged frcTa 

Pa9e St0ry ^ Frid^' 30, 1985. in the Wall street 
i2H£al under the heading "epic „es3" in which the Journal 

-eluded that EPIC's default could result in hundreds of 

Millions of ^ • 
loss to investors, creditors • v-ieuicors, and insurers 

adverse financial repercussions in the savings and loans real 
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estate syndication and mortgage insurance systems. A copy o 

article is attached as Exhibit B. 

2$T EPIC or related subsidiaries of Community have al 

j been sued in the federal courts in Virginia and North Car< 

concerning the projected default by various banks and mon 

insurance companies. 

II 

COMMUNITY UNABLE TO OBTAIN FEDERAL INSURANCE 

2& On August 8, 198S, S. G. Frank Haas, III, the 0^ 

of the FHLBB Office of District Banks, wrote Community's attoi 

and outlined the "minimum steps" Community would need to take 

order to "remov(eJ the serious impediments to the considerat 

of [FSLICJ insurance of accounts for Community Savings". 

2?. According to the FHLBB letter. Community would 



; 

ii 5 
I 

I 

required to replace S52.1 million in -e ..-DTr . 
-^ic Product 

econd mortgages to EPIC wit!, "caah or ot.-.er assets aooeptat 

| FSLIC". 

! J8. The FHLBB has aiso required Conraunity to sel' 

i investments in subsidiary companies. Community currentlj 

S77.6 million so invested, 324.4 million of which involve- 

EPIC Product. 

at. To qualify f0r rLSIC in3Urance CommuniCy uould 

need to establish loan loss reserves sufficient to cover 1c 

estimated at $11.3 million. 

jn The FHLBB estimated that in order for Communif, 

I qualify for conditional approval for FSLIC insurance a "cap 

, infusion ... (of, approximately S108.5 million as of June 

1985" would be required to raise Community's net worth to 

necessary 5% level. Additional operating losses since July 

1985 have signxficantly ihcreased the amount of capital neces: 

to meet FSLIC requirements. 

li. The Fund director has determined that there is no 

substantial likelihood that Community win meet FSLIC reqCi 

ments by December 31, 1985. 

Section 10-117,0,1, of the Financial Instituti 

Article provides "If, at any time, the Fund Director determi: 

... that there is not a substantial likelihood that a major as: 

ciation will qualify for Federal insurance and that it is in • 

public interest", he may seek the appointment of a conservatc 

The Fund Director has determined that Community's liquidity 

severely impaired, and there is no likelihood that Community wi 

'2012 
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is r.K.e 
qualify for federal insurance. The Fund nirpr^-r 

decermined chat it is in the public interest for a conservat^ 

;■ be appointed to manage Community Savings and Loan. 

,j WHEREFORE, Plaintiff prays this Honorable Court to pass 

1 Order: < 

I 1. Appointing Frederick L. Dewberry, Acting Fund Oireccc 

{I Maryland Deposit Insurance Fund, or his duly authorxz, 

representative as conservator of the Defendant Association; 

2. Authorizing the -conservator to exercise all power: 

j| rights, and privileges of the officers, directors, and members c 

!: the Defendant Association and to conduct the operations of tt 

[ Defendant Association. 
I; 

; 3. Providing that all contracts with the Defendan 

j Association requiring payment to the Defendant Association 

; remain in full force and effect and such required payments shal 

j continue to be made. 
i 

Providing that after the date of the Order, any ne- 

; savings accounts or deposits made in existing savings accounts i, 

, Defendant Association: 

a. shall be segregated and accounted for separately; 

b. shall not be subject to any offset; and 

c. shall not be used to liquidate any indebtedness 

existing on the date of the order nor incurred to liquidate an; 

indebtedness existing on the date of the order. 

S. Making provisions for the continuation of relations with 

The Federal Reserve Bank In accordance with its requirements. ^ 

«• Requiring that the Defendant Association bear tlf 

' • t } w .J 
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expenses of operation during this conservaticnship. 

Respectfully submitted, 

STEPHEN H. SACHS 
G5neral of Maryla 

Deputv^Attorney GdAecal 

$ ■ tiofe 

uiana g. Motz    
Chief of Litigation 

Munsey Building 
7 North Calvert Street 
Second Floor 
Baltimore, Maryland 21202 
(301) 576-6336 

' 2014 
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I ; 
I 

X. /Y\. 
John Kl Anderson 
Assistant Attorney General 
Dept. of Licensing 4 Regula' 

! 501 St. Paul Street 
,• Baltimore, Maryland 21202 
i! (301) 659-4214 

I 1 

I 1 

t ■ 
I . 

Assistant Attorney General 

c!;?^ 0f Licen3ing & Regulat 501 St. Paul Street 

(mi1s":«^yland 21202 

Bruce P. Martin t ^  
Assistant Attorney General 
301 w. Preston Street, Rm. 6( 

Baltimore, Maryland 21201 
(301) 225-4726 

Attorneys for Plaintiffs- 
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Resolution of the Board of Corrmi i nn.., 

After a special meeting of the Board of Savings A Loan 

Assoc i a 11 on Co™i33ioner3 ("Board of Conml s 3 | oner , » , and ^ ^ 

presentat(on of certain f.cts and Information concerning the 

operation, of Comnunity Saving, 4 ^.n, Inc _ ,, 

resolved by the Bo.rd of ComilMlon.rs that: 

t. Proceedings be l„s,ltut.d for the .ppo.ntment of . 

conservator because such appointment „ the publ.c Interest- 

and ' 

2. The conservator sha,, h.v. th. of tIi# ^ 

Conmlssloners to remove any director, off.cer, or emp.oye. of 

Comnunity Savings & Loan, Inc. 

Approved and adopted by the Board of Conmlssloners this 5,h 

-T of September, .985, certified by the undersigned. 

, ueputy DiTe uepuiy Director 
Division of Savings & Loan Associat 

2.016 
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IN THE 

CIRCIUT COURT 

FOR 

MONTGOMERY COUNTY 

NO. 

■ BOARD OF SAVINGS & LOAN 
. ASSOCIATION COMMISSIONERS 
: Th« Brokerage 
; 34 Market Place, Suite 800 
; Baltimore, Maryland 21202 

and 

lMu"nc* 

Maryland 21202 

Plaintiff 

v. 

COMMUNITY SAVINGS AND 
LOAN, INC. 
6500 Rock Spring Drive 
Bathesda, Maryland 20817 

Defendant 
* * * 

ORDER 

ppo ntment ot a Cons.cvator and exhibi 

this ^ .day Of September, 1985, ORDERED as follow., 

1. Maryland Depo.it Insurance Fund i, hereby appointed 

as conservator foe Community Savings and Loan, tnc. 

Except as otherwise provided herein, the 

conservator shall .„reis. all powers, ci,„ts and pclvUe9„ 

<* the ouicn. directors, and ^bers of the oefendant 

Association and its subsidiaries, and shall conduct th. 

operations cf the Defendant Association and Us 

subsidaries. The conservator shall have exclusive power to 

vote the .toe of all subsidaries of cc^unity. i„cluding. 

but not limited to. Community financial Services, inc.. 



;< Equity Programs Invescaent Corporation, and =-?rr „ 
- "Ortgatge 

Incorporated. 

^ contracts with t-h. n-# ith the Defendant Association 

;; Piyn.nt co th. 0.,.ndint A„ocUtion J111U 

.1 « tore, and .(f.cc «„d Jucll rwJulrtd 

.1 continue to b« mid«. 

» ^ ^ Effectiv. imm.diat.ly and foe a p.tiod ot^J^ 

■j *'Y> <~» th. dat. of this Cd.,. no Wlthdrwl of any 

natur® shall be p«rmitt«d from any depositor's 

account at Comity Saving, and Loan, inc. ("Cornaunity", . 

this Order, account" shall mean any depository 

account established by any d.no-i 
Y any depositor, including but not 

limited to statement savinas i_ 
savings and passbooks, savings 

accounts, busi„.„ ,avingl lcc0unt3> c.rtulcitM of 

d.poaxt, any form o£ ne,otUbl, order of 

account,, and open accounta evidenced ^ ^ ^ 

account a9reeMnt. Aether or „ot any ot che ^ ^ 

or identified as to sho- th, dep03iC0r as tru3tee 

committee, 9uardian. or in any otner capacity as fi^,. 

or another, and any form of loan account. i„cludin, bue „„ ' 

limited to any typ. of loan, loan commitment, line of credit 

or X.tt.r of credit, or any escrow account established in 

connection with anv nf # of the foregoing. As used in this 

Order, -.imdrawal- shall „a„ any outflow of funds by any 

-ans whatsoever, including but not limited to withdrawal by 

O-c*. draft, note, negotiable order of withdrawal. m0„ey 

order, travelers chec*. paper originated internal debit item 
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to a depcsi tor' 3 account (such as an automatic 

paym.nt), repurchaa. agrB.menc, alectronic payment (auch 

dir.ct d.bit. aucontatic t.U.r Mchin. tr.in^ction thrown" 

propri.tary machin. oc a„y n,tvotk 0( mschlnM ^ 

Community miy b. , Utr.-tn.tltutiona! withdr.w.l or 

tr«n,f.c, ot int.tlutl0(ul wir(| 

«n institution,! contt«tu4l obU,«ton Involvln, ,ccount 

and th. withdrawal ot fund,, includin, but not U0U«d to 

outHow und.r Un« oe'cradit, Ltt.r of eradit. or any typ. 

ot lo*n or loan commita^nt. 

—flul rrnla, >M miiinijin limaimey or 
0*. >h■ fT 1 ftfm CJ 

.Wnm ,nd ujjuLXJClon may b. Jx.nouor.d, t« .„.n<3;d 

iwm 
pcaaanrnnnfc «Uu TOT cinaiiy ocLtiyu 

n_   . 
fee, 

5. The prohibition upon withdrawal contained m 

paragraph 4 of this order shall not be'deemed to apply to: 

(a) Direct deposits by third parties 

including payments from the Department of 

Treasury and Social Security; and 

(b) Accounts in Comaunity in which a 

depositor has incurred a debt to Community 

before 4:47 p.m. May 14, 1985, provided chat 

20 lT 



t.-.e withdrawal is .ppli.d «clUsi»«iy ce tSe 

Sitlsfaction. in whol. or in pact. oC the debt 

to Conununity. 

«. Noc-ithstandin, a„y och.r provisionj o( 

th. Conservator llull ^ 

withdrawals froo a account for ^h 
Y ccount for the purpos. of fundina 

construction loans or other r«i . 

Coamunif ^ loan commitm.nts of uy d.r ooaaiea.nts ttiatin9 on oc b<(oc< tfte 

« this order or for any purpo,. provided that in 

»' « th. b.« Jud^.„c 0( ch. Con„rV4eor 

:;7"UaU •lU — « - v.1U. o, any MMt 
omniunicy, ,lU pcol:,ct „ etciuutu ^ 

«y loan Md. 6y Co^umty. or wUi oth.twi,. b. in th. b„t 

in erests of the Consarvatorship. 

days 

'define in D,.,7r.|rh ^ ^ ^" "tS (a3 

all 

ept 

e or ■ 

h 7 

"1j ■ ' l'1L    "-I'm -J LMliHieat. 

j! 8. Etfeetiv. immadiately and for a peclod ot 

^ays from the data of thi« n ^ ' V- 

Order Community shall be 
prohibited from transferring dividends amr h 

y uiviaenas accrued and to be 

2020 
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• I 
; paid on any account cC any depo3itor at Comunity t0 

:! ocher deposit account at Community, whether exists, Cr . 

;; created, and Co^unity shall accrue and w 

■' dividends to the principal oC tt. 
account on which such 

vxdends are earned, there.y co^undin, ,Uch divUends by 

I ' """ " *ccount and havlng the 

■ - amount its.lt hear « th. ^ 

aCeOU"- AS U"d ln O'O- "account" shall mean 
"T depository account estahu.hed by any depositor, 

iocludin, but not United to statement saving and passhoc, 

savings accounts, business savin,, accounts, certificates o- 

.posit, any ^ 0, „e,otiabl. order of withdrawal (!)ow, 

j accounts, and any ti„ open accounts evidenced by any ton 

o" account agreement. 

'• until further order of court, and e«,pt a! 

provided in Para,raph 5 co^unity shall not permit any 

additional funds to be deposited in any depositor's account. 

other than to special loan related escrow accounts such .as 

for insurance and taxes. 

10. This Order shall in no Way be construed to affect 

any ,i,he wnlcn ownec o£ iny ^ 

ultimately have under Chapter S of th. May. i9a5 Special 

Session of ceneral Assembly with respect to the creation 

and effect of ;h. state of Maryland Deposit Insurance Fund 

Corporation and with respect to Section io-U6 of tee 

Financial Institutions Article, which states: -« is 

Policy of this state that funds will be appropriated to the 

2021 -5- 



Fund to c.-e extent necessary to protect holders c; savir 

accounts in member associations". 

u. in addition to th. powers. ri,nt3 and privile,e. 

accorded said C0„„rv.t0r by iaw and by this Order, it 3hal, 

b. authorized and tj dir.ettd to: 

«• D.t.rBin« (ron tim. to time whether 

">• 0.fe„d,nt Awociadon may accept and 

pay in th* regular cours. ot business, or 

otherwise, negotiable orders o£ 

withdrawal, counter checks, cashiers 

checks, drafts drawn on correspondents 

and automated clearing house debits or 

any of the, specifically stated, and 

"all so advise the Defendant 

Association's correspondents and the 

Federal Reserve Sank of Richmond of its 

determination in writing at least twenty- 

four (24) hours before the effective date 

thereof; 

b. Determine from time to time whether 

the Defendant Association may wire 

transfer of fund, £oc ,eneral or tor 

specifically stated purposes and so 

advise the said Federal Reserve Sank: 

= • Determine whether or not the 

Defendant Association may pi.d,. 

additional assets and borrow from said 

2022 ~S~ 
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'I 

red.tal Reserve 3*r,X or the Oe£e„dan: 

^ Association's correspondents and s0 

i advia* each of chera; 

<i. Receive nev deposits subject to the 

j! of this Order, inciudm, dit.et 

d«poaita of Treasury, Social Security, 

and oth«r payments; 

jj •• fy th. said Federal Reserve 84„k „ 

'' * "respondent for to fund 

withdrawal; 

f- Roll over repurctuse agreements; 

Pay employees and necessary day-to- 

day 0p#ritin9 «P«nses of th. Oefendant 
jj Asaociacion; and 
I! 

jj K- Make all management and operational 

'i dec""n» necessary for the safe and 
»°«nd operations of tne Defendant 

Association subject to the terms of the 

Order and further Order of this Court.- 

and it is further 

12. The Federal Reserve flank of RichmonH 

nmSmmj "icnmond and the Defendant Association•« ^ 
correspondents may rely on 

advice received from th. conservator. ^ 

remune3' """""" ^ =-P««ation or neration of whatever ki„d 0( 4ny ^ 

JZl0\Tunicy and it3 5u63idiri"for o" — - (20, consecutive days. Any suspension 

;i 7- 



imposed under this authority shall h® ^ 

„ , ^ pccnptly reviewed b, the Court. Any further suspension sought by 

. .. y '■"* conservator »h.ll b. pursuant to furth.r order of th. Court. 

K. Th. D.(.„dinc A„ocUeion jti4n 

cons«rvacor 1, h.r.by .uthorU.d to p4y th. 

operating durin, thi, «„„rv,to„Mp. ' XP""" " 

0Cd? "UU " ^ 

allevlatsd t^ "/.".l' "" «« 

PPropc1"' "V b, 

!«.. Th. cons.rvatorship lMU ^ 

further order o£ this Court. 

\.\-. VO V.tO. 

2.0? 4 
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STATE OF MARYLAND 
DEPOSIT INSURANCE FUND 
CORPORATION, as Conservator for 
Community Savings & Loan, Inc. 
114 E. Lexington Street 
Baltimore, Maryland 21202 

- and - 

COMMUNITY SAVINGS & LOAN, INC. 
6500 Rock Spring Drive 
Bethesda, Maryland 20871 

Plaintiffs. 

TOM J. BILLMAN 
7717 Georgetown Pike 
McLean, Virginia 22101 

CLAYTON C. McCUISTION 
1208 Aldebaran Drive 
McLean, Virginia 22102 

BARBARA A. McKINNEY 
5218 Marvell Lane 
Fairfax, Virginia 22032 

JAMES B. DEERIN, JR. 
203 Primrose Street 
Chevy Chase, Maryland 20815 

LEONARD MELTZ, JR. 
628 S. Lee Street 
Alexandria, Virginia 22314 

JOSEPH C. CUNNINGHAM 
15304 Bitterroot Way 
Rockville, Maryland 20853 

JOHN D. FAULKNER, JR. 
15905 Perkins Lane 
Bowie, Maryland 20716 

EPICENTER CONSOLIDATED, LTD. 
5113 Leesburg Pike 
Suite 901 
Falls Church, Virginia 22041 

IN THE 

CIRCUIT COURT 

FOR 

MONTGOMERY COUNTY 

*<>•)) 07$ 

L.' // c-'-.J 

2025 

IIID38 



EPIC HOLDINGS, LTD. : 
5113 Leesburg Pike 
Suite 901 
Falls Church, Virginia 22041 

•» 
-and- 

CRYSOPT CORPORATION : 
3101 Park Center Drive 
Suite 1450 ; 
Alexandria, Virginia 22302 ♦ 

Defendants. : 

COMPLAINT 

Plaintiffs State of Maryland Deposit Insurance 

Fund Corporation, as Conservator for Community Savings 

& Loan, Inc. ("MDIF") and Community Savings & Loan, 

Inc. ("CSL"), sue defendants Tom J. Billman ("Billman"),. 

Clayton C. McCuistion ("McCuistion"), Barbara A. McKinney 

("McKinney"), James B. Deerin, Jr. ("Deerin"), Leonard 

Meltz, Jr. ("Meltz"), Joseph C. Cunningham ("Cunningham"), 

John D. Faulkner ("Faulkner"), Epicenter Consolidated, 

Ltd. ("Epicenter"), EPIC Holdings, Ltd. ("Holdings"), 

and Crysopt Corporation ("Crysopt"). 

As set out more fully below, plaintiffs bring 

Count I of this action against the defendants for 

violating their fiduciary duties to CSL, its savings 

8iiare account holders and creditors by the careless 

manner and the reckless manner in which they operated 

202 V, 
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CSL. The defendants violated their duties of loyalty 

and care by using CSL as a means for expanding the 

operations of Equity Programs Investment Corporation 

("EPIC") (and various corporations related to EPIC and 

numerous partnerships in which EPIC was a general partner) 

in large measure for personal gain, in the form of the 

extraordinary payments they and companies they owned 

and controlled received in the form of fees, salaries, 

bonuses, commissions, dividends and otherwise. In the 

process, in violation of prudent banking standards and 

applicable regulations, they caused CSL to invest, loan 

and advance increasing amounts of money to the EPIC 

operations and exposed CSL to increasing risks and 

hazards. Counts II through V of this action concern 

specific transactions that involve fraudulent conveyances, 

waste of corporate assets and usurpation of corporate 

opportunities by the defendants. Plaintiffs' damages 

will be at least $50,000,000 and may exceed $100,000,000. 

JURISDICTION 

1. This Court has jurisdiction of this suit 

under Section 1—501, Courts and Judicial Proceedings 

Article, Annotated Code of Maryland. 

202? 
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2. Venue lies in this Court pursuant to 

Section 6-202(11), Courts and Judicial Proceedings 

Article, Annotated Code of Maryland. 

THE PARTIES 

3. MDIF is an agendy of the State of Maryland, 

established pursuant to Sections 10-101 through 10-119, 

Financial Institutions Article, Annotated Code of 

Maryland. It has been since May 18, 1985, the insurer 

of the savings share accounts in CSL, up to $100,000 

per account for payments made prior to that date, and 

$100,000 per savings share account holder for payments 

made after that date. On September 5, 1985, by order 

of the Circuit Court for Montgomery County, it was 

appointed-conservator for CSL. As such, the powers 

otherwise resident in the directors, officers and 

shareholders of CSL are vested in MDIF. MDIF brings 

this suit in the right of CSL and on behalf of CSL in 

order to obtain redress for the injury caused to CSL 

as an entity (including the interests of its savings 

share account holders and creditors in it as an entity) 

by the acts and omissions of the defendants complained 

of herein. MDIF reserves the right to file suit in 

any other capacity, including its capacity as insurer 

of savings share accounts at CSL. 

2028 



4. CSL is a capital stock savings and loan 

association chartered under the laws of the State of 

Maryland. All of the issued and outstanding common 

stock of CSL is owned by Holdings. As of the appointment 

of the Conservator, CSL also had outstanding some 27,000 

savings share accounts that represent payments from 

the public of approximately $339,000,000. CSL brings 

this suit for injury done to itself as an entity 

(including the interests of its savings share account 

holders and creditors in it as an entity). 

5. In this Complaint, Billman, McCuistion, 

McKinney, Deerin and Meltz are referred to as the 

individual controlling defendants," with respect to 

CSL, and the individual controlling defendants plus 

Epicenter and Holdings are referred to as the "controlling 

defendants." 

6. Billman, in concert with the other individual 

controlling defendants, controlled CSL from October 

1982 until at least February 1985 through his ownership 

of 80% of the stock of the parent holding company of 

CSL. Billman owned 80% of the stock of Holdings 

(McCuistion owned the remaining 20%) from its formation 

in January 1982 until December 1984, when Billman and 
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McCuistion contributed their stock in Holdings to another 

holding company, defendant Epicenter, which became 

Holdings' new parent. (Plaintiffs refer to the ultimate 

parent holding company of CSL, whether Holdings or 

Epicenter, from time to time herein as the "Holding 

Company.") From and after?February 1985 and through 

the appointment of the Conservator, Billman continued 

to exercise a controlling influence over the business 

and affairs of CSL. 

7. Billman owned 80% of the stock of Epicenter 

from December 1984 until February 1985, when he caused 

Epicenter to redeem his 80% stock interest for Epicenter 

assets with a book value of $31.8 million, including 

$14 million in cash. During the principal part of the 

time period pertinent to this Complaint, Billman was 

an officer or director of numerous companies in the 

Holding Company structure. Billman was one of three 

members of the Board of Directors of the Holding Company 

(McCuistion and McKinney were the other two) from January 

1982 until August 1985. Billman was President of the 

Holding Company from January 1982 until February 1985. 

Billman was a member of the Board of Directors of CSL 

from October 8, 1982, until August 1985 and was its 

Chairman for most of that time. Billman was also a 
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member of the Board of Directors, and the principal 

individual controlling person, of Equity Programs 

Investment Corporation C'EPIC") from its formation in 

1974 until August 1985. 

8. McCuistion owned 20% of the stock of Holdings 

from its formation in January 1982 until December 1984, 

when McCuistion and Billman transferred their stock 

in Holdings to Epicenter. McCuistion owned 20% of the 

stock of Epicenter from that time until February 1985. 

He owned 100% of the voting stock from February 1985 

until June 28, 1985, when certain employee stock options 

were exercised. Since that time, he has owned some 

42% of the voting stock of Epicenter. McCuistion was 

one of three members of the Board of Directors of the 

Holding Company from January 1982 until Billman left 

the Board in August 1985; since that time, McCuistion 

and McKinney were (until McKirmey's resignation after 

the conservatorship of CSL) the sole members of that 

Board. McCuistion was also a Vice President and/or 

Treasurer of the Holding Company from January 1982 until 

February 1985, when he became President. He was a member 

of the Board of Directors of CSL from October 8, 1982 

until his resignation after the appointment of the 

Conservator, and during that time served continuously 
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as the Board's Vice Chairman or Chairman. He was also 

Treasurer, Executive Vice President or President of 

CSL throughout the same period. McCuistion has been 

a member of the Board of Directors of EPIC from the 

date it was formed until his resignation after the 

conservatorship. He also served as an officer and 

director of numerous other companies in the Holding 

Company structure. 

9. McKinney was a member of the Board of Directors 

and Vice President and/or Secretary of the Holding Company 

from January 1982 until her resignation after the 

conservatorship of CSL. McKinney was an officer and/or 

director of numerous other companies in the Holding 

Company structure. She was a member of the Executive 

Committee of CSL's Board of Directors from August 3, 

1983, until the appointment of the Conservator.. McKinney 

and Billman are the sole directors of Crysopt, which 

is the holding company for assets having a book value 

of $31.8 million that were transferred to Billman in 

February 1985 in redemption of his 80% stock interest 

in Epicenter. 

10. Deerin was a member of CSL's Board of 

Directors and of the Board's Executive Committee from 

October 8, 1982, until his resignation after the 
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conservatorship and was a Vice President, General Counsel 

and Secretary of CSL throughout most of that period. 

Deerin was also a Vice President and member of the Board 

of Directors of EPIC from the early 1980*s until his 

resignation after the conservatorship. Deerin, in 

addition, served as an offreer and/or director of numerous 

other companies in the Holding Company structure. 

11. Meltz was a member of the CSL Board of 

Directors from October 8, 1982 to March 16, 1983, and 

a member of the Board's Executive Committee from August 3, 

1983 until after the appointment of the Conservator. 

He was a Vice President of CSL from October 8, 1982 

to August 3, 1984, when he became Executive Vice President 

and Chief Operating Officer, positions he held until 

a^ter ^ie appointment of the Conservator. Meltz was 

an officer or director of numerous companies in the 

Holding Company structure throughout the relevant time 

period, including President and sole director of Community 

Financial Services, Inc., director of EPIC Mortgage, 

Inc. and a Vice President and director of EPIC. 

12. Cunningham was a director of CSL from 

October 8, 1982 to August 3, 1984. He was also the 

Treasurer of a number of subsidiaries of CSL. 
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13. Faulkner was President of CSL from prior 

to October 1982 until approximately June 1984. He was 

also a member of the Board of Directors of CSL and of 

the Board's Executive Committee from October 8, 1982 

until March 7, 1985. 

14. Epicenter is a holding company incorporated 

in Delaware on December 6, 1984. Continuously since 

December 1984, it has owned all of the voting stock 

Holdings and has indirectly owned all or substantially 

all of the voting stock of CSL. 

15. Holdings is a holding company incorporated 

in Delaware on January 29, 1982 (under another name). 

Holdings acquired indirect control of CSL in October 1982 

when it acquired (through Equity Acquisitions, Inc. 

a holding company incorporated by Holdings in Maryland 

for the purpose of acquiring CSL) 85% of CSL's voting 

stock. By mid 1983, Holdings had acquired indirect 

ownership of more than 99% of CSL's voting stock. Since 

February 1985, Holdings has directly owned 100% of the 

voting stock of CSL. 

16. Crysopt, a Delaware corporation wholly owned 

by Billman, is the holding company for the corporate 

assets acquired by Billman from Epicenter in February 

1985. 
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17. This Complaint is based on plaintiffs' 

investigations to date. It may not name all individuals, 

corporations and other entities responsibly involved 

with the named defendants in transactions that caused 

injury to CSL and its savings share account holders 

and creditors. After further investigation and discovery, 

plaintiffs respectfully reserve the right, with leave 

of Court if appropriate, to amend this Complaint to 

include additional claims, additional factual allegations 

and, if appropriate, other parties as defendants. 

FACTUAL BACKGROUND 

18. EPIC was originally incorporated in Virginia 

in 1974 and became a Maryland corporation in 1983. 

Billman and/or McCuistion have, directly or indirectly, 

been the controlling shareholders of EPIC from 1974 

^"0 ^ke present. EPIC's business was the sponsorship 

and promotion of tax shelter real estate limited 

partnerships. The purpose of the limited partnerships 

waa to acquire single-family homes, principally in tract 

developments or in low-rise condominium buildings 

(collectively, "houses"), to hold them for a period 

of time, and then to resell them. Typically, EPIC is 

the sole general partner in the limited partnerships 
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and holds a 1% interest; individual investors are the 

limited partners. The limited partners in a particular 

partnership are obligated to contribute fixed amounts 

of capital to the partnership. EPIC established more 

than 350 of these limited partnerships. EPIC also 

established some 19 other partnerships in which it or 

an affiliated entity was the general partner and the 

limited partners were not third-party investors but 

EPIC, affiliated entities or officers and directors 

of such entities (the "in-house partnerships"). 

(Plaintiffs refer to bcth categories of limited 

partnerships, collectively, as the "EPIC limited 

partnerships.") 

19. The EPIC limited partnerships presently 

in existence own, collectively, approximately 20,000 

houses (approximately 4,400 of these houses are owned 

by in-house partnerships). The EPIC limited partnerships 

are highly leveraged, with the partnerships typically 

obtaining mortgage loans for 95% of the appraised value 

of the houses purchased (except for "model homes"). 

Because the limited partnerships (and EPIC) generally 

received substantial discounts and rebates from the 

sellers of the houses, who were generally builders and 

developers of tract housing projects or low-rise 
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condominium projects, the houses were generally mortgaged 

for more than the actual discounted purchase price. 

The mortgages on the houses were generally sold to 

institutions, either as individual mortgages 

or as parts of "pools'1 of mortgages against which mortgage- 

backed certificates were issued, often (starting after 

October 1982) after being made and temporarily held, 

or "warehoused," by CSL. 

20. In the early stages of EPIC's operations, 

the houses acquired by the EPIC limited partnerships 

were primarily "model homes," used as showplaces for 

prospective home buyers, which were leased back to the 

builders or developers for such use until the project 

sold out. However, as EPIC's operations grew, the 

individual controlling defendants caused the EPIC limited 

partnerships to acquire an increasing proportion of 

"unsold homes" in developments, which were to be leased 

to tenant occupants. In some instances, the individual 

controlling defendants caused the EPIC limited 

partnerships to acquire all of the houses in a 

development. 

21. Commencing in about 1980, the expectation 

of profit held out to the limited partners in the EPIC 

limited partnerships, in addition to the tax write-offs, 
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was primarily the prospect of eventual resale of the 

houses at a capital gain. The cash flow of the EPIC 

limited partnerships from renting the houses was generally 

not sufficient, after payment of various fees, real 

property taxes and insurance, to make the required 

payments of principal and interest on the first mortgages. 

To make up this shortfall, the limited partnerships 

had available as sources of cash primarily the excess 

^^e mortgage loans over the discounted purchase prices 

of the houses and cash from payments by the limited 

partners. After the cash from those sources was 

exhausted, the limited partnerships were dependent upon 

cash contributions by EPIC as the general partner. 

The individual controlling defendants, after they acquired 

control of CSL, caused the resources of CSL to be made 

available, directly or indirectly, to EPIC to assist 

in funding the shortfalls. 

22. In the early 1980's, Billman, McCuistion 

and others of the individual controlling defendants 

determined that it would be useful for their EPIC 

®P®r®ti.ons if those operations had available the resources 

of a savings and loan association. Accordingly, they 

caused Holdings to be formed in January 1982 for the 

purpose of acquiring a savings and loan association 

2038 



and, later that year, identified CSL as a candidate 

for acquisition. In October 1982, Holdings created 

a Maryland holding company subsidiary. Equity 

Acquisitions, Inc., for the purpose of acquiring control 

of CSL. Equity Acquisitions, Inc., acquired some 85% 

of the voting stock of CSL?in October 1982, increased 

that amount to some 99.4% by March 1, 1983, and purchased 

the remaining minority interest by early 1985. The 

total cost of acquiring the entirety of the voting stock 

in CSL was approximately $2.6. million. Billman and/or 

McCuistion have been the indirect controlling shareholders 

of CSL from October 1982 to the present. 

23. In March 1983, Billman, McCuistion and others 

of the individual controlling defendants caused EPIC 

to become a subsidiary of CSL by merging EPIC into an 

inactive subsidiary of CSL. At that time, EPIC had 

a number of subsidiaries, which became indirect 

subsidiaries of CSL, that performed activities relating 

to the promotion of the EPIC limited partnerships, and, 

thereafter, the controlling defendants caused other 

indirect subsidiaries of CSL to be formed to perform 

additional services relating to the EPIC limited 

partnerships. Among the indirect subsidiaries of CSL 

were EPIC Mortgage, Inc., which originated mortgages 
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for the houses purchased by the EPIC limited partnerships 

and performed the mortgage-servicing functions on those 

mortgages; ESI Securities, Inc., which acted as 

underwriter for the limited partnership interests in 

the EPIC limited partnerships; and EPIC Real Estate 

Network, inc., which acted 'qs a real estate broker in 

attempting to sell houses owned by the EPIC limited 

partnerships to individual investors. 

24. in addition to those companies that were 

subsidiaries of CSL or of EPIC whose businesses were 

related to that of EPIC, certain of the individua! 

controlling defendants personally owned a number of 

corporations whose sources of revenues were dependent 

in whole or in part upon the operations of the EPIC 

limited parinerships. EPIC and EPIC-related subsidiaries 

of CSL. These companies are referred to herein as the 

personal companies. Since these companies were owned 

directly by certain of the individual controlling 

defendants, these companies' revenues, income and profits 

inured directly to "the benefit of those defendants and 

were not available for the protection of CSL as an entity. 

The income of these personal companies was a function 

of the total number of houses owned by the EPIC limited 

partnerships and/or the number of houses purchased by 
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new EPIC limited partnerships. The profitability of 

these personal companies increased as the numbers of 

these houses increased and was unrelated to the 

profitability of CSL and its subsidiaries. In 1985, 

for example, the personal companies were highly 

profitable, while CSL incurred losses. 
* 

25- Principal among these personal companies 

was EPIC Realty Services, Inc. ("ERSI"), a Delaware 

corporation owned 80% by Billman and McCuistion. ERSI's 

principal business was to serve as property manager. 

It served in that capacity for nearly all of the 20,000 

houses owned by the EPIC limited partnerships, for which 

it collected a monthly fee. In addition, ERSI served 

as rental agent for nearly all of those houses. ERSI's 

income increased as the total number of houses owned 

by the EPIC limited partnerships increased, and, in 

1984, it collected more than $10 million in management 

and leasing fees from the EPIC limited partnerships. 

26. Other personal companies included Continental 

^PPra^sa^ Group, Inc. ("CAG"), a Virginia corporation 

owned by Billman, McCuistion, Deerin, Meltz and others. 

CAG arranged for an appraisal to be made on each house 

purchased by an EPIC limited partnership. Its fee income 

increased with each house purchased by the EPIC limited 
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partnerships. Its fee income (from which it paid third- 

party appraisers) was some $2.7 million in a recent 

12-month period. Another such personal company was 

First Investors Surety Limited ("First Investors"), 

a Bermuda corporation 80% owned by Billman and McCuistion. 

First Investors arranged for casualty insurance for 

houses owned by the EPIC limited partnerships. Its 

fee income increased as the total number of houses owned 

by the EPIC limited partnerships increased. First 

Investors placed the insurance with third parties, but 

retained most of the insurance payments made to it by 

-j 
the EPIC limited partnerships as profits. 

THE GENERAL PATTERN OF CONDUCT COMPLAINED OF 

• Beginning shortly after its acquisition, 

the controlling defendants used CSL and its financial 

resources to promote, increase and aggrandize the 

operations of EPIC, in a manner violative of their duties 

of care and loyalty to CSL as an entity (including the 

interests of its savijigs share account holders and 

creditors in it as an entity). The controlling defendants 

sought to increase the business volume of EPIC by creating 

an increasing number of limited partnerships that would 

acquire an ever-increasing number of houses. These 

activities also were intended to aggrandize, and had 
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the effect of aggrandizing, the wealth of the individual 

controlling defendants. 

28. These increased activities caused, and had 

the objective of causing, the operations of EPIC to 

generate substantial additional fee income to the personal 

companies of certain of the individual defendants, thus 

enriching those individual defendants. 

29. In addition, the increased level of activity 

by EPIC and the. various EPIC-related companies that 

were subsidiaries of CSL, a level of activity generated 

with the involvement of CSL, was relied upon by the 

individual defendants for the payment of salaries, bonuses 

and perquisites to them from the various subsidiaries, 

in increasing amounts. 

30. EPIC's increased activities also caused, 

and had the objective of causing, CSL and its consolidated 

subsidiaries to report greatly increased net income 

and assets, even though their financial condition was 

becoming more precarious. In connection with reporting 

the ostensibly increased net income, the individual 

defendants caused CSL to declare substantial cash 

dividends. CSL paid dividends on its common stock of 

$6.8 million in May and June 1984, of $8.0 million in 
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February 1985, and of shares of common stock of Crysopt 

in kind on February 21, 1985. In addition, CSL paid 

dividends of $976,000 on its Series A and Series C 

preferred stock for the period March 14, 1983 through 

March 31, 1985. 

31. Under tax-consotidation agreements between 

CSL and its subsidiaries, on the one hand, and the Holding 

Company, on the other, that were imposed on CSL and 

its subsidiaries by the individual controlling defendants, 

CSL and its subsidiaries were required to make upstream 

payments to the Holding Company of cash for federal 

and state income taxes that exceeded the amounts of 

taxes actually payable to the taxing authorities. Among 

other things, these agreements required CSL and its 

subsidiaries currently to pay upstream the amount of 

"deferred taxes," which are amounts equal to the taxes 

that would be paid on the income reported according 

to the books of CSL and its subsidiaries because of 

the accounting practices followed by them but which 

did not constitute current taxable income under the 

tax laws and regulations. These upstream cash payments 

amounted to at least $5.3 million in 1983 and $7.8 million 

in 1984 and continued in 1985. In addition, the 

individual controlling defendants caused CSL and its 
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subsidiaries to make payments to the Holding Company 

of cash for federal and state income taxes for 1985 

and caused the Holding Company to retain those payments 

notwithstanding that CSL and most of its subsidiaries 

will suffer losses for the current tax year and will 

not, on a separate return basis, be required to pay 
T 

any income taxes for such period. 

32. The upstream cash dividends on the CSL common 

stock referred to in paragraph 30 and the upstream cash 

payments referred to in paragraph 31 were later used 

by Billman and McCuistion to make substantial cash 

payments to themselves by way of dividends on and 

redemptions of their Holding Company stock. 

33. In furtherance of the objective of enriching 

themselves personally in these ways, during the years 

1983 and 1984 and through August 31, 1985, the individual 

con't*:"oHiracf defendants caused the operations of EPIC 

to expand to the following extent: 
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No. of EPIC LPs 
Syndicated 

No. of Homes 
Purchased by 

EPIC LPs 

Face Amount 
of First 
Mortgages 

on Homes 
Purchased 

by EPIC LPs 1 

1982 
1983 
1984 

20 
56 
96 

3,050 
4,641 
6,947 
2,459 

$274,000,000 
$314,000,000 
$464,000,000 
$164,000,000 

1985 (8 months) 491 

34. In order to increase the size of the 

operations of EPIC, with the consequence of enriching 

and personally benefiting the individual controlling 

defendants, the controlling defendants used the assets 

CSL, including .the funds provided by its savings 

share account holders, to promote EPIC's operations. 

CSL's total advances to and investments in EPIC, 

EPIC-related subsidiaries and the EPIC limited 

partnerships (excluding first mortgage loans) were some 

$35 million as of July 31, 1984 and increased to more 

than $100 million as of August 31, 1985. 

35. During the years 1983 and 1984 and through 

the appointment of the Conservator in 1985, in order 

to fuel the operations of EPIC and to fund, directly 

indirectly, the cash shortfalls in the operation 

1 Figures are not cumulative. 

1 Number formed in 1985. 
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of the EPIC limited partnerships, the controlling 

defendants caused CSL and its subsidiaries to advance 

money to the EPIC limited partnerships on second 

mortgages, often unrecorded, and on open advances. 

On August 31, 1985, the principal amount of these "second 

mortgages stood at $26.4 million and of these open 

advances stood at more than $60 million. 

36. During the period commencing with Billman 

and McCuistion's acquisition of CSL, in the controlling 

defendants' effort to expand the operations of EPIC, 

in light of the availability of CSL's resources, 

the controlling defendants took steps that made the 

0Pe*'^ti.ons of EPIC more hazardous, and they exposed 

CSL to those hazards. 

37. Among other things, the controlling 

defendants: 

(a) shifted the concentration of house 

purchases by the EPIC limited partnerships from a 

concentration on model homes to a concentration on houses 

had not been sold by the builders and developers 

to owner/occupants and that were purchased by the limited 

partnerships to rent to tenants; 
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(b) caused the EPIC limited partnerships 

to raise limited-partner capital not on the basis of 

subscriptions by the original limited partners extending 

over a lengthy period of time but on the basis of 

subscriptions payable over a period of less than a year, 

simply funding the operating shortfall for that period 

of time, in the expectation of later financing the 

continuing shortfall by selling additional limited 

partnership interests; 

(c) caused the activities of EPIC in 

or^9inating limited partnerships and acquiring houses 

to be accelerated and to become more and more 

geographically concentrated; 

. (d) as old limited partnerships matured, 

caused their houses to be sold at a stated profit to 

new limited partnerships sponsored by EPIC, the houses 

so resold continuing to be leased to tenants as occupants; 

new first mortgages were placed on the houses based 

on the new selling price, thereby increasing the cash- 

flow requirements necessary to carry the burden of debt 

on the houses. 

38. These practices, combined with the controlling 

defendants' efforts to increase and aggrandize the scope 
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of EPIC s activities, caused an increasing amount of 

the resources of CSL and its subsidiaries to be devoted 

to, and exposed to the risks and hazards of, the 

operations of EPIC. 

39. It was a part of this course of conduct 

of the controlling defendants that they caused CSL to 

Pay dividends to the Holding Company that were not in 

the interests of CSL as an entity. Dividends paid by 

CSL to the Holding Company on CSL's common stock in 

1984 and the early months of 1985 approached $15 million, 

despite the fact that those of the individual controlling 

defendants who acquired CSL paid only approximately 

$2.6 million to acquire the entirety of CSL. In addition, 

in 1983 and 1984, so-called "tax allocation" payments 

by CSL and its subsidiaries to the Holding Company in 

excess of the taxes actually payable to taxing authorities 

in those years amounted to some $13.1 million. These 

payments continued in 1985. 

40. As a part of this course of conduct, the 

controlling defendants caused CSL and its subsidiaries 

to pay the Holding Company management fees that were 

not in the interests of CSL as an entity. In 1984, 

for example, the controlling defendants caused CSL and 

its subsidiaries to pay nearly $2.0 million to the Holding 
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Company for management fees. These payments were 

unreasonable and excessive in light of the existing 

fiduciary responsibilities of the controlling defendants 

to CSL. Moreover/ the controlling defendants failed 

to provide certain of the management services for which 

CSL and its subsidiaries paid management fees to the 
t 

Holding Company. 

* The monies accumulated in the Holding Company 

through the upstream dividends, excessive tax allocation 

payments and management fees were used by Billman and 

McCuistion to make cash payments to themselves of 

$28 million in early 1985. Of this total, the Holding 

Company paid $14 million to them in dividends and paid 

an additional $14 million incident to the redemption 

of Billman s stock in the Holding Company. 

42. Apart from the benefits inuring to certain 

of them from EPIC's operations fueled by CSL through 

the personal companies, the individual controlling 

defendants paid themselves extraordinary incomes in 

salaries, bonuses, commissions and dividends from CSL, 

its subsidiaries, the Holding Company and its other 

subsidiaries. These payments were not in the interests 

of CSL as an entity. 
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43. The controlling defendants took elaborate 

precautions to protect their own economic interests 

and ignored the interests of CSL as an entity in numerous 

respects. For example, the controlling defendants devised 

® plan to withdraw funds from their personal savings 

share accounts at CSL prior-to the effective date of 

any Executive Order restricting withdrawal from those 

accounts. Pursuant to that plan, the individual 

controlling defendants withdrew more than $1.5 million • 

from their personal accounts in the three weeks prior 

to the Governor's May 14, 1985 freeze order. McCuistion 

withdrew $578,000, Deerin $381,000, Billman $239,000, 

McKinney $202,000 and Meltz $117,000. In addition, 

Billman and McCuistion withdrew more than $2.5 million 

from accounts of their personal companies at CSL during 

the same period. 

44. In connection with the course of conduct 

complained of herein, the controlling defendants caused 

CSL to engage in numerous unsafe and unsound practices 

that were not in the interests of CSL as an entity. 

These practices included, among others, the excessive 

concentration of loans and advances to what was in 

substance a single enterprise controlled by a single 

entity; the making of first-mortgage loans for amounts 
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in excess of the value of the mortgaged property; the 

making of an excessive amount of mortgage loans on 

dwelling houses not owned by the occupants; the making 

of an excessive concentration of loans and investments 

in an area outside of the immediate deposit-taking area 

0^ 'the association; the making o£ second-mortgage loans 
T 

where the equity in the property was exhausted by the 

first mortgage; the making of mortgage loans on rental 

property where the rental stream after expenses and 

real estate taxes was insufficient to carry the 

amort:i2a'tion o£ the mortgage; the making of unsecured 

advances to subsidiaries and affiliated limited 

partnerships engaged in risky businesses; the payment 

of dividends excessive in amount, given the condition 

and risks of the association and its operations; the 

payment of excessive salaries, fees, bonuses and 

perquisites; and the payment of excessive amounts to 

controlling stockholders under tax allocation agreements. 

COUNT I 

(Breaches of Duty, Including Duties 
of Loyalty and Care) 

45. Plaintiffs reallege and incorporate herein 

by reference paragraphs 1 through 44 of the Complaint. 
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46. The acts of the controlling defendants 

enumerated herein were part of a course of conduct that 

was wrongful on the part of the controlling defendants 

to CSL as an entity (including the interests of its 

savings share account holders and creditors in it as 

an entity) and was a violat'ipn of the fiduciary duties 

of care and loyalty owed, by the defendants who were 

m control of CSL, to CSL as an entity (including the 

interests of its savings share account holders and 

creditors in it as an entity). 

47. The wrongfulness of the conduct of the 

controlling defendants towards CSL as an entity is 

evidenced, in part, by the fact that the actions of 

the controlling defendants caused CSL to violate numerous 

provisions of the Maryland laws and regulations governing 

the activities of Maryland-chartered savings and loan 

associations. For example, defendants caused csl to 

violate (i) the prohibition against an association's 

lending more than 10% of its assets to any one borrower 

(COMAH 9.05.01.30A(1)); (ii) the prohibition against 

an association's investing more than 2% of its assets 

in its subsidiaries (COMAR 9.05.01.34D(2)); (iii) the 

prohibition against an association's subsidiaries' 

borrowing an amount equal to more than 6% of the 
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association's assets (COMAR 9.05.01.34B(1)(c)(1)(i)); 

(iv) the requirement that more than 50% of an 

association s loans be for owner-occupied residential 

housing (COMAR 9.05.01.300(1)); (v) the prohibition 

against an association making insured loans on nonowner 

occupied residential property in excess of 90% of the 

value (COMAR 9.05.01.30C(13](b)); and (vi) the requirement 

that an association give priority to first mortgages 

on owner-occupied residences in Maryland (Section 9-419.1, 

Financial Institutions Article, Annotated Code of 

Maryland). 

48. This course of conduct, and these wrongs, 

violations of law and regulations and breaches of duty 

caused loss to CSL, and were the cause or a contributing 

cause of CSL's insolvency. 

49. The individual defendants Cunningham and 

Faulkner, directors of CSL, failed through negligence 

or nonfeasance to prevent and restrain the controlling 

defendants from the course of conduct complained of 

herein, and in some cases joined in, approved, permitted 

or knowingly participated in actions that were part 

course of conduct, thus violated the duty of 

care owed by them to CSL, and thus are liable with the 

controlling defendants for the consequences to CSL of 

the acts of the controlling defendants. 
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50. The corporate defendant Crysopt was among 

the means and instrumentalities by which the controlling 

defendants engaged in the course of conduct complained 

of herein, knowingly participated in the breaches of 

duty by the controlling defendants, and knowingly received 

the fruits and proceeds of those breaches of duty. 

It is thus liable with the controlling defendants for 

the entirety of the damage caused to CSL as an entity 

(including the interests of its savings share account 

holders and creditors in it as an entity) by reason 

of the acts complained of herein. 

COUNT II 

(Unlawful Payment and Receipt of 
.Dividends; Fraudulent Conveyances) 

51. Plaintiffs reallege and incorporate herein 

by reference paragraphs 1 through 44 of this Complaint. 

52. The controlling defendants caused CSL to 

pay dividends (i) on its common stock of $6.8 million 

in cash on May 30 and June 11, 1984, of $8.0 million 

in cash on February 6, 1985, and of shares of Crysopt 

common stock in kind on February 27, 1985, (ii) on its 

Series A preferred stock (owned by Billman, McCuistion, 

Deerin, Meltz and others) of $868,000 for the period 
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March 14, 1983 through March 31, 1985 and (iii) on its 

Series C preferred stock (owned by Fourteenth Skyline 

Associates) of $108,000 for the period October 23, 1984 

through March 31, 1985. 

53. These dividend payments were unlawful under 

Sections 15-205 and 206, Commercial Law Article, Annotated 

Code of Maryland, in that they were conveyances made 

without fair consideration, and (as to Section 15-205) 

after each and every such dividend payment, CSL had 

^ unreasonably small capital for the business in which 

it was engaged, and (as to Section 15-206) one or more 

of the controlling defendants knew at the times the 

dividend payments were made (and CSL was charged with 

knowledge) that CSL would incur debts beyond its 

ability to pay them as they matured. 

54. If CSL's assets at the time each dividend 

was paid had been properly evaluated and fairly valued, 

as the controlling defendants were under an obligation 

to do, the payment of such dividends would have been 

unlawful under Section 2-309, Corporations and 

Associations Article, Annotated Code of Maryland, in 

that the same would have been made while CSL was insolvent 

or when its stated capital was impaired, or would have 

caused it to be insolvent or to have its stated capital 

impaired. 
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55. The actions of the controlling defendants 

in causing CSL to make the upstream dividend payments 

were a breach of their fiduciary duties to CSL. 

56. The individual defendants Cunningham and 

Faulkner, directors of CSL/ approved certain of the 
T 

actions complained of herein, thus violated the duty 

of care owed by them to CSL, and thus are liable with 

the controlling defendants for the consequences to CSL 

of the acts of the controlling defendants. 

57. The upstream payment of these dividends 

was a contributing cause of the insolvency of CSL. 

COUNT III 

(Fraudulent Conveyances; Waste of Corporate Assets) 

5®* Plaintiffs reallege and incorporate herein 

by reference paragraphs 1 through 44 of this Complaint. 

59. The upstream payments of "deferred taxes," 

referred to in paragraph 31, that the controlling 

defendants caused CSL and its subsidiaries to make to 

Holdings, which payments amounted to at least $5.3 million 

in 1983 and $7.8 million in 1984, were payments that 

by definition were not required to be paid by their 

recipients to the taxing authorities. 
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60. These payments constituted a waste of 

corporate assets in which the controlling defendants 

participated by way of causing such payments and Holdings 

participated by way of receiving such payments. 

61. The payments constituted a conversion of 

the property of CSL and its subsidiaries in which Holdings 

participated by way of receiving such payments. 

62. The contract to make the upstresun payments 

of deferred taxes, and the making thereof, were unlawful 

under Sections 15—205 and 206, Commercial Law Article, 

Annotated Code of Maryland, in that they were conveyances 

of assets by CSL and its subsidaries without fair 

consideration, and (as to Section 15-205) after such 

upstream conveyances, CSL and its subsidiaries each 

had an unreasonably small capital for the business in 

which it was engaged, and (as to Section 15-206) one 

or more of the controlling defendants knew at the times 

the conveyances were made (and CSL was charged with 

the knowledge) that CSL and its subsidiaries would incur 

debts beyond its ability to pay those debts as they 

matured. 

63. The actions of the controlling defendants 

in causing CSL and its subsidiaries to make upstream 
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payments of deferred taxes was a breach of their fiduciary 

duties to CSL and its subsidiaries. 

64. The individual defendants Cunningham and 

Faulkner, directors of CSL, approved certain of the 

actions complained of herein, thus violated the duty 

of care owed by them to CSL,' and thus are liable with 

the controlling defendants for the consequences to CSL 

acts of the controlling defendants. 

65. The upstream payments of deferred taxes 

contributing causes of the insolvency of CSL. 

COUNT IV 

(Fraudulent Conveyance; Waste of Corporate Assets) 

66. Plaintiffs reallege and incorporate herein 

by reference paragraphs 1 through 44 of this Complaint. 

67. In January 1983, the controlling defendants 

established Prune Leasing, Ltd. ("Prune"), as a direct 

subsidiary of Holdings. Prune thereafter leased 

automobiles, office furniture and equipment to entities 

in the Holding Company structure. In October 1984, 

the controlling defendants established Plum Leasing 

Corporation ("Plum"), as another direct subsidiary of 

Holdings, and caused Prune to transfer certain assets 
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to Plum. (Following the transfer. Prune leased 

automobiles, office furniture and equipment to CSL and 

its subsidiaries and Plum leased similar assets to other 

entities in the Holding Company structure.) In November 

1984, the controlling defendants caused CSL to purchase 

Prune and Plum from Holdings for some $4.1 million (CSL 

paid $417,000 in cash and assumed some $3.7 million 

in debt owing to Holdings) and, shortly thereafter, 

caused CSL to loan an aggregate amount of $5.0 million 

to Prune and Plum and caused those companies to pay 

some $3.7 million of that amount to discharge certain 

indebtedness to Holdings. 

68. CSL's purchase of Prune and Plum and its 

loan to Prune and Plum were unlawful under Sections 15-205 

and 206, Commercial Law Article, Annotated Code of 

Maryland, in that CSL did not receive fair consideration 

for the payments involved, and (as to Section 15-205) 

after each of the payments, CSL had an unreasonably 

small amount of capital for the business in which it 

was engaged, and (as to Section 15-206) one or more 

of the controlling defendants knew at the times the 

payments were made (and CSL was charged with the 

knowledge) that CSL would incur debts beyond its ability 

to pay them as they matured. 
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69. The entirety of the transaction whereby 

the controlling defendants caused CSL to purchase Prune 

caused CSL to make a loan to Prune and Plum, 

and caused the majority of the proceeds thereof to be 

paid to discharge indebtedness owed to Holdings, 

constituted a waste of corporate assets by CSL, caused 

by the individual controlling defendants, for the 

enrichment of Holdings. 

70. The actions of the controlling defendants 

in causing CSL to participate in the transactions 

described in paragraph 69 were a breach of their fiduciary 

duties to CSL. 

71. Defendant Faulkner, a director of CSL, 

approved the actions complained of herein, thus violated 

the duty of care owed by him to CSL, and thus is liable 

controlling defendants for the consequences 

to CSL of the acts of the controlling defendants. 

72. The entirety of the transaction described 

in paragraph 69 was a contributing cause of the insolvency 

of CSL. 
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COUNT V 

(Usurpation of Corporate 
Opportunity; Fraudulent Conveyance) 

73. Plaintiffs reallege and incorporate herein 

by reference paragraphs 1 through 44 of this Complaint. 

74. In late 1984, the controlling defendants 

caused EPIC to enter into agreements with the Charles H. 

Smith Company or related entities under which EPIC agreed 

to lease for 15 years 100,000 to 200,000 square feet 

office space at Skyline Place, an office complex 

Fairfax, Virginia that was being developed by the 

Smith Company, and the Smith interests agreed 

to sell to EPIC a one—third ownership interest in one 

of the office buildings (Building 6) at Skyline Place. 

Building 6 was owned by.a limited partnership. Fourteenth 

Skyline Associates, in which Robert H. Smith and John D. 

Benn, Jr. were the general partners. The controlling 

defendants caused EPIC to form a limited partnership, 

EPIC Skyline Associates, that became a limited partner 

in Fourteenth Skyline Associates. The controlling 

defendants agreed that EPIC Skyline Associates would 

make an initial capital contribution to Fourteenth Skyline 

Associates in the amount of $2,448 million. The 

controlling defendants agreed that they would cause 
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CSL to create a new series of preferred stock. Series C 

(paying an annual dividend of $10 per share), and to 

issue 2,448 shares of Series C preferred stock to 

Fourteenth Skyline Associates for $2,448 million. The 

controlling defendants caused CSL to loan $2,448 million 

to EPIC Skyline Associates and to issue the Series C 

preferred stock to Fourteenth Skyline Associates upon 

payment by Fourteenth Skyline Associates of $2,448 million 

to CSL. The controlling defendants caused EPIC, as 

the then general partner of EPIC Skyline Associates, 

to offer limited partnership interests in EPIC Skyline 

Associates to themselves and other officers and directors 

of the Holding Company and its subsidiaries. 

75. On information and belief, the value of 

the ownership interest in Building 6 at Skyline Place 

that was available to CSL and EPIC, its subsidiary, 

was and is substantially in excess of the amount paid 

for it and the opportunity to acquire this interest 

represented a valuable asset of CSL and its subsidiary 

EPIC. 

76. The transaction whereby the controlling 

defendants caused EPIC to offer limited partnership 

interests in EPIC Skyline Associates, and hence indirect 

ownership interests in Building 6, to themselves and 
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officers and directors of the Holding Company 

and its subsidiaries, created by the conunitment of EPIC 

to undertake substantial obligations as lessee, amounted 

the appropriation to themselves by the controlling 

defendants and the other officers and. directors of the 

Holding Company and its subsidiaries referred to herein 

of a valuable asset of CSL and its subsidiary EPIC. 

77. The sale by EPIC of interests in EPIC Skyline 

Associates and in Building 6 at Skyline Place was unlawful 

Sections 15—205 and 206, Commercial Law Article, 

Annotated Code of Maryland, in that CSL and its subsidiary 

EPIC did not receive fair consideration for the sale, 

and (as to Section 15-205) after such sale, CSL and 

its subsidiary EPIC each had an unreasonably small capital 

for the businesses in which they were engaged, and (as 

to Section 15-206) one or more of the controlling 

defendants knew at the time the interests were sold 

(and CSL was charged with the knowledge) that CSL and 

its subsidiary EPIC would incur debts beyond their ability 

to pay them as they matured. 

78. The actions of the controlling defendants 

in causing EPIC to sell limited partnership interests 

in EPIC Skyline Associates were a breach of their 

fiduciary duties to CSL and its subsidiary EPIC. 

2064 



- 41 - 

79. Defendant Faulkner, a director of CSL, 

approved the action complained of herein, thus violated 

the duty of care owed by him to CSL, and thus is liable 

with the controlling defendants for the consequences 

to CSL of the acts of the controlling defendants. 

* 
80. The sale of interests in EPIC Skyline 

Associates was a contributing cause of CSL's insolvency. 

\ 
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CONCLUSION AND DEMAND AND PRAYER FOR RELIEF 

WHEREFORE, plaintiffs demand and pray: 

(a) With respect to each of Counts I through 

V/ judgment for damages against the defendants, severally, 

for the entirety of the damages sustained by CSL as 

a result of the course of action, wrongful acts, 

violations of statute and regulations, and other breaches 

of duty complained of therein, being in an amount equal 

to the amount necessary to restore CSL to solvency and 

to provide it with the minimum capital and surplus 

required for, it to conduct operations as a savings and 

•loan association, which amount will be at least 

$50,000,000 and could be more than $100,000,000, such 

damages to be paid to CSL; 

(b) With respect to each of Counts II through 

V, judgment against the controlling defendants and against 

defendants Faulkner and Cunningham to the extent indicated 

in those Counts, severally, to the extent that, as to 

the transactions described in each such Count, CSL and/or 

its subsidiaries did not receive fair consideration 

for the cash, other assets or interests that said 

defendants caused them to convey and, following each 

such transaction, they had an unreasonably small amount 

of capital for the businesses in which they were engaged. 
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(c) With respect to each of Counts II through 

V, judgment imposing a constructive trust on the cash, 

other assets and interests received by the controlling 

defendants, requiring an accounting by the controlling 

for all such cash, other assets and interests 

received by them and requiring the controlling defendants 

to pay over to plaintiffs the entirety of the amounts 

wrongfully received by them. 

(d) With respect to Count II, judgment against 

the controlling defendants and against defendants Faulkner 

and Cunningham to the extent indicated in that Count, 

severally, to the extent that the payment of each dividend 

by CSL would have been unlawful, if CSL's assets had 

been properly evaluated and fairly valued at the time 

such dividend was paid. 

(e) With respect to Count III, judgment against 

Holdings for restitution of the entirety of the "deferred 

taxes" paid to Holdings by CSL and its subsidiaries. 

(f) With respect to Count IV, judgment against 

the controlling defendants and defendant Faulkner, 

severally, to the extent that the entirety of the 

transaction described in paragraph 67 constituted a 

waste of the corporate assets of CSL. 
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(g) With respect to Counts II through IV, judgment 

against Holdings to the extent that as to the transactions 

described in each such Count CSL and/or its subsidiaries 

did not receive fair consideration for the cash, assets 

or interests that they conveyed to Holdings and, following 

each such transaction, they 'had an unreasonably small 

amount of capital for the businesses in which they were 

engaged. 

(h) For. attorneys' fees, costs and disbursements 

incurred in connection herewith by plaintiffs; and 

(i) For such other, further and different relief 

as may appear just and proper. 

Respectfully submitted, 

ARNOI 

Alexander E. Bennett 
1200 New Hampshire Avenue, N.W. 
Washington, D.C. 20036 
(202) 872-6663 
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By: \j- H//^^ A^4A4*h j 
J. Hardin Marion 
201 N. Charles Street 
Baltimore, Maryland 21201 
(301) 752-6100 

Special counsel to the 
Maryland Deposit Insurance 
Fund Corporation, Conservator 
of Community Savings &. Loan, Inc., 
on behalf of Plaintiffs 
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STATE OF MARYLAND DEPOSIT 
INSURANCE FUND CORP., et al., 

Plaintiffs, 

v. 

TOM J. BILLMAN, et al., 

Defendants. 

IN THE CIRCUIT COURT 
FOR MONTGOMERY COUNTY 

No. 

PLAINTIFFS' MOTION FOR AN INTERLOCUTORY 
INJUNCTION AND FOR AN ATTACHMENT 

Plaintiffs State of Maryland Deposit Insurance 

Fund Corporation, as Conservator for Community Savings & 

Loan, Inc. ("MDIF") and Community Savings & Loan, Inc. 

( CSL ) hereby move this Court for an order restraining 

defendants Tom J. Billman ("Billman"), Clayton C. 

McCuistion ("McCuistion"), Epicenter Consolidated, Ltd. 

("Epicenter"), EPIC Holdings, Ltd. ("Holdings") and 

Crysopt Corp. ("Crysopt"), as well as their agents, 

attorneys, employees, representatives, and all persons 

or entities under their direct or indirect control, 

from dissipating, alienating, pledging, removing, 

transferring, or otherwise impairing any assets in which 

they have any interest during the pendency of this action, 

except as set forth in subparagraphs (l)-(4) below. 

XCD (ord'cl) 
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(1) Defendants Billman and McCuistion may transfer 

assets for ordinary and necessary personal living 

expenses. 

(2) Defendants Billman, McCuistion, Epicenter, 

Holdings and Crysopt may transfer assets in the ordinary 

course of business necessary to meet ordinary and 

necessary business expenses. 

(3) Each defendant who is subject to the Order 

may transfer assets necessary to pay his reasonable 

legal expenses. 

(4) Any defendant who is subject to the Order 

who wishes to make a transfer not authorized by paragraphs 

(1) through (3) may request the Court, upon notice to 

MDIF, for permission to make such transfer. If MDIF 

does not oppose the proposed transfer, it may be made 

Without further order of the Court. If MDIF does intend 

to oppose the transfer, it shall file a written opposition 

with the Court within seven days of the- receipt of notice 

of the proposed transfer, and the transfer will not 

be made unless authorized by the Court after a hearing 

which will be scheduled promptly. The defendants may 

also request the Court for expedited consideration of 

a request to make a transfer if they deem it necessary. 
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MDIF and CSL further move for the issuance of 

writs of attachment under Section 3-303(b), Md. Courts & 

Judicial Proceedings Code Ann., attaching all property 

of defendants Billman and McCuistion that is located 

in Maryland. 

T 
As grounds for this motion, MDIF and CSL rely 

on Plaintiffs Memorandum in Support of Motion for a 

Preliminary Injunction and for an Attachment, as well 

as the Affidavit of W. Bruce McPherson, which are 

submitted herewith, together with proposed forms of 

order. 

Respectfully submitted, 

ARNOLD i BORTEI 

Alexander E. Bennett 
1200 New Hampshire Avenue, N.W. 
Washington, D.C. 20036 
(202) 872-6663 

TYDINGS & ROSENBERG 

By: 

IS & ROSENBERG 

J. Hardin Marion 
201 N. Charles Street 
Baltimore, Maryland 21201 
(301) 752-6100 

Special Counsel to the Maryland 
Deposit Insurance Fund Corporation, 
Conservator of Community Savings & 
Loan, Inc., on behalf of Plaintiffs 
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STATE OF MARYLAND DEPOSIT 
INSURANCE FUND CORP., et al., 

Plaintiffs, 

v. 

TOM J. BILLMAN, et al.. 

IN THE CIRCUIT COURT 
FOR MONTGOMERY COUNTY 

No. 

Defendants. 

PLAINTIFFS' MEMORANDUM IN SUPPORT OF MOTION 
FOR AN INTERLOCUTORY INJUNCTION AND FOR AN ATTACHMENT 

Plaintiffs State of Maryland Deposit Insurance 

Fund Corporation, as Conservator for Conununity Savings & 

Loan, Inc. ("MDIF") and Community Savings & Loan, Inc. 

("CSL") file this memorandum, together with the Affidavit 

of W. Bruce McPherson, in support of their motion (i) to 

enjoin defendants Tom J. Billman ("Billman"), Clayton C. 

McCuistion ("McCuistion"), Epicenter Consolidated, Ltd. 

("Epicenter"), EPIC Holdings, Ltd. ("Holdings"), and 

Crysopt Corp. ("Crysopt") from dissipating or transferring 

their assets prior to judgment without notice to MDIF 

anc^/ ^ MDIF objects to the proposed transfer, without 

the Court's permission, and (ii) to attach the assets 

^®^enciants Billman and McCuistion that are located 

in Maryland. 
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INTRODUCTION 

Plaintiffs instituted this action to recover 

damages in excess of $50 million caused by the defendants' 

actions which have imperiled the accounts of savings 

share account holders (depositors) of CSL, a Maryland 

savings and loan association. \ As set forth in detail 

below, defendants Billman and McCuistion acquired CSL 

m 1982. They thereafter used it to aid them in a complex 

scheme involving promotion of real estate tax shelters 

by a series of over 350 limited partnerships of which 

Equity Programs Investment Corp. ("EPIC") was general 

partner. Billman and McCuistion thereafter treated 

CSL as their own personal preserve for use in propping 

up their faltering tax shelter empire, all without regard 

to the rights and interests of CSL and its depositors. 

In August of this year, the system of real estate limited 

partnerships created by the defendants collapsed. On 

September 5, 1985, MDIF was appointed Conservator for 

CSL, and most of the EPIC real estate limited partnerships 

filed petitions under the Bankruptcy Code. 

Following its appointment as Conservator, MDIF 

commenced, and is continuing to conduct, an investigation 

into the defendants' activities regarding CSL. The 

investigation to date has revealed the following: 
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First: the defendants have committed numerous 

breaches of fiduciary duty and have violated their duties 

of loyalty and care by using CSL to expand and fund 

the EPIC real estate tax shelter operations and by 

extracting extraordinary payments from CSL and its 

subsidiaries and from the operations of EPIC for their 

personal enrichment. In addition, the defendants have 

violated a number of regulations governing savings and 

loan associations (banking regulations) and have engaged 

in transactions involving fraudulent conveyances, waste 

of corporate assets and usurpation of corporate 

opportunities. These acts have caused damages to CSL 

a^: least $50,000,000, and total damages may exceed 

$100,000,000. 

Second: defendants Billman and McCuistion 

have engaged in a pattern of financial manipulations, 

including extraordinary transfers of funds and assets, 

which evidence a propensity to evade the legal 

consequences of their actions and to remove assets from 

the control of CSL. 

Since May 17, 1985, MDIF, which is an agency 

V. 
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of the State of Maryland, has insured deposits in CSL.1 

extent that CSL's remaining assets are not 

sufficient to satisfy the claims of its depositors, 

therefore, MDIF will be required to make up the 

difference. MDIF, as conservator, instituted this action 

on behalf of CSL to recover for the injuries defendants 

have caused to CSL as an entity. Given the marked 

tendency of defendants Billman and McCuistion to 

manipulate assets under their control, however, there 

is a distinct danger that they will attempt to secrete 

those assets, leaving nothing to satisfy any judgment 

which MDIF may eventually obtain. 

Accordingly, MDIF requests that this Court take 

following steps to insure that the defendants' assets 

will be available to satisfy a judgment: 

(a) Issue an injunction restraining defendants 

Billman and McCuistion, and the three corporate defendants 

under their control, from removing, transferring, 

alienating, pledging or otherwise impairing any assets 

in which they have any interest, including assets held 

by any entity they control, except on notice to MDIF 

MDIF insures accounts in CSL up to $100,000 per account 
for deposits made prior to May 18, 1985, and up to 
$100,000 per depositor for deposits made after that 
date. 
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and/ if MDIF objects to the proposed transfer, with 

the approval of the Court (subject to exceptions for 

ordinary and necessary personal and business expenses). 

(b) Issue writs of attachment under 

section 3-303(b), Md. Courts and Judicial Proceedings 

Code Ann., attaching all property of defendants Billman 

and McCuistion located in Maryland. 

STATEMENT OF FACTS 

The facts regarding the defendants' actions and 

the damages they have^ caused CSL are set forth in detail 

in MDIF's Complaint.2 MDIF does not intend to repeat 

all of its allegations in detail here, and it refers 

the Court to the Complaint for a full explanation of 

the facts. The most important facts and the. bases for 

MDIF s claims are summarized below for the Court's 

convenience. 

I - BACKGROUND INFORMATION 

Commencing in 1974, the real estate activities 

Billman and McCuistion centered around EPIC. EPIC 

! As stated in J 17 of the Complaint, the Complaint is based on MDIF s investigations to date, and MDIF 

reserves the right, with leave of Court if appropriate 
to amend the Complaint to assert additional claims or 
xacts or to name additional parties as appropriate. 
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sponsored and promoted tax shelter real estate limited 

partnerships which acquired single-family homes with 

the intention of renting them and eventually reselling 

them. Typically, EPIC is the sole general partner in 

the limited partnerships and holds a 1% interest, and 

independent individual investors are the limited partners. 

EPIC established over 350 of these limited partnerships, 

as well as approximately 19 others in which the limited 

partners were affiliated with EPIC. Complaint, H 18. 

The limited partnerships, which own approximately 

20,000 houses across the United States, are highly 

leveraged, typically obtaining mortgage loans for 95% 

the appraised value of the houses. These mortgages 

were generally sold to financial institutions, often 

as "pools" of mortgages against which certificates were 

issued, while the houses were rented to tenants. 

Complaint, Ufl 19, 20. The cash flow of the limited 

partnerships from the rentals was generally not 

efficient, however, to make the required payments of 

principal and interest on the mortgages, and this 

shortfall played a major role in the eventual collapse 

of the EPIC system. Complaint, H 21. 

In the early 1980's, Billman and McCuistion, 

along with others of the defendants, determined that 

2078- 



it would be useful if EPIC had access to the resources 

of a savings and loan association. Accordingly, they 

acquired 85% of CSL's stock in October 1982, acquired 

over 99% in early 1983, and by early 1985 had acquired 

the remainder of that stock, at a total cost of $2.6 

million. Complaint, f 22. In March 1983, they caused 

EPIC to become a subsidiary of CSL. They also created 

a number of indirect subsidiaries of CSL which, together 

with pre-existing subsidiaries of EPIC, performed, or 

purported to perform, services for the EPIC limited 

partnerships. Complaint, 23. 

In addition to these indirect subsidiaries of 

CSL, Billman and McCuistion also owned (sometimes with 

others) a number of independent companies (the "personal 

companies") which performed, or purported to perform, 

services for the EPIC limited partnerships. The assets 

of these companies were not available to CSL. The income 

of the personal companies was directly related to the 

number of houses owned in the EPIC system, giving Billman 

and McCuistion an incentive to continue to expand that 

system. Complaint, f 24. One of the most important 

personal companies was EPIC Realty Services, Inc. 

("ERSI"), which is owned 80% by Billman and McCuistion. 

ERSI served as property manager and rental agent for 
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nearly all of the 20,000 houses, for which it collected 

fees which exceeded $10 million in 1984. Complaint, 

If 25. Other personal companies owned, at least in part, 

by Billman and McCuistion contracted for or made 

appraisals on houses purchased by the EPIC limited 

partnerships and arranged for casualty insurance for 

those houses. Complaint, If 26-. 

II. THE PATTERN OF IMPROPER CONDUCT 

Upon acquiring control of CSL in 1982, the 

defendants used CSL and its financial resources to 

promote, increase and aggrandize the operations of EPIC 

in violation of banking laws and their duties of care 

and loyalty to CSL. During this period, the defendants 

increased the business volume of EPIC by creating an 

increasing number of limited partnerships that acquired 

an ever-increasing number of houses. Complaint, If 27. 

In connection with this expansion of EPIC's business, 

the defendants took numerous actions which both enriched 

themselves personally and hazarded, and in some cases 

removed, CSL's assets, contributing to its current 

insolvency. Those actions, which are described in detail 

in paragraphs 27-44 of the Complaint, are summarized 

below: 
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(a) The defendants caused CSL to pay 

substantial dividends totalling over $15 million in 

1984-85 at a time when its financial condition was 

becoming more precarious. Complaint, 30. 

(b) The defendants caused CSL and its 

subsidiaries to make cash payments of over $13 million 
T 

in 1983-84 to CSL's parent companies.' These payments 

were ostensibly for income taxes, but they exceeded 

the amount of taxes actually owed. The payments continued 

in 1985, notwithstanding the fact CSL will not owe any 

income taxes at all for that year. Complaint, H 31. 

(c) Biliman and McCuistion used CSL's assets 

and deposits to fund and promote EPIC's expanding and 

increasingly precarious operations. In particular, 

the defendants used CSL's assets to fund the shortfall, 

referred to above, between the rental income and capital 

contributions of the EPIC limited partnerships and the 

amounts due on the mortgages on the houses owned by 

those partnerships. As of August 31, 1985, there was 

over $60 million outstanding on open advances made by 

Following the acquisition of control of CSL by Biliman 
and McCuistion in 1982, CSL was owned by defendant 
Holdings, which, in turn, was wholly owned by Biliman 

and McCuistion. In December 1984, Biliman and McCuistion 
contributed their stock in Holdings to defendant 
Epicenter, which became Holdings' parent. Complaint, 
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CSL and its subsidiaries for these purposes, as well 

as $26.4 million advanced on second mortgages on the 

houses. Complaint, UU 34, 35. 

(d) The defendants took numerous actions 

EPIC which increased the risks of its business 

and thus increased the risks to CSL. Complaint, IW 36, 
t 

37. 

(e) The increased level of activity by EPIC 

generated substantial fee income to the defendents' 

personal companies and was also relied upon by the 

defendants as a basis for unreasonable and excessive 

salaries, bonuses and perquisites from CSL and its 

affiliates. Complaint, 28, 29, 40. 

(f) The defendants caused CSL and its 

subsidiaries to pay unreasonable and excessive management 

fees to CSL's parent company which inured to the benefit 

of Billman and McCuistion. Complaint, H 40. 

Ill. MDIF'S CLAIMS FOR RECOVERY 

Count I of the Complaint alleges that the foregoing 

acts of the defendants constituted breaches of the 

defendants' fiduciary duties of loyalty and care and 

that they violated a number of provisions of the Maryland 
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laws and regulations governing Maryland-chartered savings 

and loan associations. These acts hazarded CSL and 

were the cause or contributing causes of its insolvency. 

In addition/Counts II through V allege additional causes 

of action based on specific transactions, as follows: 

Count II: The defendaints caused CSL to pay 

dividends of approximately $15 million during the period 

1984-85 which left CSL, at most, with an unreasonably 

small amount of capital to carry on the increasingly 

risky business in which it was engaged, in violation 

of the relevant Maryland statutes and in breach of their 

fiduciary duties to CSL. 

Count III: The defendants caused CSL to make, 

under the guise of a tax allocation agreement, payments 

to its parent company for amounts in excess of current 

taxes, which payments were fraudulent conveyances of 

CSL's assets, a waste of its corporate assets and a 

breach of the defendants1 fiduciary duties to CSL. 

Count IV: The defendants caused CSL to purchase 

other affiliates of its parent company and to make a 

$5 million loan to those affiliates to discharge their 

indebtedness to the parent. These transactions 

constituted fraudulent conveyances, a waste of CSL's 
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assets, and a breach of the defendants' fiduciary duties 

to CSL. 

Count V; The defendants usurped a corporate 

opportunity of CSL by forming a limited partnership 

to purchase an interest at a favorable price in a building 

in which EPIC had a long-term leasey thereby depriving 

CSL or its subsidiaries of tiie opportunity to invest 

in the building on favorable terms and breaching their 

fiduciary duties to CSL and its subsidiaries. 

IV. ACTS BY BILLMAN AND McCUISTION 

CONSTITUTING MANIPULATION OF ASSETS 

The activities of defendants Billman and McCuistion 

have not been limited to enriching themselves and 

depleting the resources of CSL to shore up the EPIC 

tax shelter promotion empire. Rather, Billman and 

McCuistion have also engaged over the last eleven months 

in a persistent and increasing pattern of transactions 

designed to shift assets among themselves and the various 

entities they control and to alter the relationships 

among their various affiliates to insure that they, 

not CSL, retain control of those assets, and that their 

assets will not be available to satisfy claims arising 

from their management of CSL. Their activities have 

included the following: 
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A. The Payment of Extraordinary "Upstream" 

Payments by CSL to Its Parents . 

As discussed earlier/ Billman and McCuistion, 

together with the other defendants, caused CSL to make 

large payments to its parent companies, consisting of 

dividends of over $15 milliontin 1984-85, including 

a dividend of $8 million as late as February 1985, and 

payments, ostensibly for taxes, of over $13 million 

in 1984-85, at a time when CSL's financial position 

was becoming increasingly precarious. Complaint, M 30, 

31. 

B. The Cash Payments to Billman and McCuistion 
and the Reorganization of the Corporate 
Structure in the Winter of 1984-85  

Prior to December 1984, Billman and McCuistion 

owned, respectively, 80% and 20% of defendant Holdings, 

which had become CSL's parent in October 1982. In 

December 1984, Billman and McCuistion contributed their 

stock in Holdings to defendant Epicenter, which thereby 

became CSL's ultimate parent. In January 1985, Epicenter 

paid dividends to Billman and McCuistion totalling 

$14 million. Subsequently, in February 1985, Billman 

caused Epicenter to redeem his 80% stock interest in 

exchange for assets with a book value of $31.8 million. 
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including $14 million in cash, which apparently 

represented a portion of the extraordinary payments 

by CSL referred to above. These assets are now held 

by defendant Crysopt, which is a holding company wholly 

owned by Billman. Complaint, 6, 7, 16, 41. 

C. The Creation of Large Funds to Pay 
Certain Defendants' Legal Fees  

As part of the reorganization described above, 

Billman caused defendants Holdings and Epicenter to 

agree to create a "legal defense fund" of $300,000 for 

the defense of Billman or Crysopt in any action against 

them. (In addition< on September 4, 1985, presumably 

in anticipation of the Conservatorship, Billman and 

McCuistion joined with other directors of EPIC and two 

of its affiliates in causing a retainer of $850,000 

to be paid to a law firm for possible defense work. 

That retainer was subsequently returned at the insistence 

of MDIF.) McPherson Aff., H 5. 

D. The Withdrawal of Personal Funds from 
CSL Immediately Prior to the Governor's 
Freeze Order  

At a meeting of the Executive Committee of CSL's 

Board of Directors on April 25, 1985, approximately 

three weeks before Governor Hughes froze deposits at 
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CSL, and during which the possibility that regulatory 

authorities would close the bank was discussed, Billman 

initially directed CSL's senior management to maintain 

their accounts and certificates of deposit in CSL "to 

avoid causing unnecessary concern," presumably among 

bank staff and the public. (See Minutes of April 25, 
T 

1985 Executive Committee Meeting, attached as Exhibit A 

to the McPherson Aff.) At that same meeting, however, 

Billman also assured senior management that they would 

be able to withdraw their funds if problems arose. 

Senior management personnel in fact did withdraw large 

sums from their personal accounts at CSL between the 

Executive Committee meeting and the Governor's freeze 

order of May 14, 1985, including withdrawals by McCuistion 

of $578,448 and by Billman of $239,809. McPherson Aff., 

H 6. 

E. The Withdrawal of Funds by the 
Personal Companies Prior to 
the Freeze Order  

In addition to the funds withdrawn by Billman 

and McCuistion from their personal accounts, companies 

owned or controlled by Billman and McCuistion also 

withdrew a total of over $2.5 million from their accounts 

at CSL between April 23, 1985 and the May 14 freeze 

order. These companies also made substantial withdrawals 
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during the period January 1 - April 22, 1985. McPherson 

Aff. H 7. 

The Sale of CSL's Subsidiaries 
in May 1985 Immediately Prior to 
the Governor's Freeze Order  

On April 25, 1985, the Executive Committee of 

CSL's Board of Directors granted an option to CSL's 

parent, defendant Holdings, to acquire CSL's subsidiary 

Community Financial Services, Inc. ("CFSI"), which owned 

virtually all of the EPIC-related corporations. The 

mxnutes of this meeting expressly state that the purpose 

of the transaction was "to maintain the operations of 

the various service corporations in the event of a problem 

similar to Ohio under which the state or federal 

regulators were to shut down the Association." CFSI's 

stock was in fact conveyed to Holdings on May 13, 1985. 

That stock was reconveyed to CSL on May 22, 1985. 

McPherson Aff., 8. (Copies of the Executive Committee 

minutes authorizing the transfer to Holdings and of 

the minutes of CSL's Board of Directors implementing 

the reconveyance are attached as Exhibits B and C to 

the McPherson Aff.) 
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G- The Sale of 51°/ of EPIC 

On August 22, 1985 — at the time of the collapse 

of the EPIC structure and just days before the appointment 

of MDIF as Conservator, EPIC Acquisitions, Inc., a 

subsidiary of CSL's parent, defendant Holdings, approved 

the purchase of 51% of the stock of Equity Programs 

Investment Corp. from CFSI. This transaction removed 

EPIC from its position as an indirect subsidiary of 

CSL to a position above CSL in the corporate chain -- 

apparently for the purpose of shielding EPIC from any 

attempt to marshal CSL's assets for the benefit of its 

depositors and creditors. This transaction was reversed 

on September 6, 1985. McPherson Aff., 9. 

H. The Transfer of Assets to "In-House" 
Limited Partnerships on the Eve of 
the Conservatorship and the Replacement 
of EPIC as General Partner  

During the period immediately preceding the 

appointment of MDIF as Conservator, the defendants engaged 

in a number of other transactions which may have been 

legally effective but which indicate a propensity to 

manipulate assets to avoid claims or control by others. 

As discussed above, the EPIC empire included a large 

number of limited partnerships, for which EPIC usually 

served as general partner, which were usually syndicated 
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to independent limited partners, although a small number 

of "in-house" limited partnerships were established 

whose limited partners were entities, officers or 

directors affiliated with EPIC. On August 30, 1985, 

the defendants caused a number of EPIC limited 

partnerships which had acquired property but which had 
* 

not yet been syndicated to transfer their assets to 

three of the in-house limited partnerships, whose limited 

partners included Billman and McCuistion. Furthermore, 

on September 5, 1985 — the day on which MDIF was 

appointed Conservator — certain of the defendants, 

including McCuistion, caused Ehl Management Corp. ("EMC") 

to be substituted for EPIC as the general partner of 

those three in-house limited partnerships. The apparent 

purpose of this substitution was to prevent the 

Conservator from gaining control over the in-house limited 

partnerships and their newly acquired assets since EMC 

is a subsidiary of CSL's parent company and is thus 

no^ under CSL's control. Subsequent to the appointment 

of MDIF as Conservator, EMC agreed to return control 

in—house limited partnerships to a subsidiary 

of CSL contingent upon an overall workout of the 

bankruptcy proceedings of the other limited partnerships. 

McPherson Aff., 10. 
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I- The Institution of Bankruptcy 
Proceedings Without Notice to MDIF 

As noted above, MDIF was appointed as Conservator 

for CSL on September 5, 1985. Defendants were given 

notice of the request for the appointment before that 

request was made. After receipt of that notice, without 
t 

informing MDIF, the defendants caused 341 of the EPIC 

limited partnerships (not including any of the in-house 

partnerships) to file bankruptcy petitions pursuant 

to Chapter 11 of the Bankruptcy Code in the United States 

Bankruptcy Court for the Eastern District of Virginia 

with the apparent purpose, and the effect, of limiting 

the options and authority of the Conservator. McPherson 

Aff., U 11. 

The foregoing facts amply demonstrate the 

propensity of Billman and McCuistion to manipulate assets 

to take them "out of the line of fire" and to make 

enforcement of their obligations difficult — a propensity 

^hich has become increasingly evident in recent months 

as CSL's troubles increased and as regulatory authorities 

moved to protect CSL and its depositors. An interlocutory 

injunction is necessary to insure that similar 

manipulations do not frustrate MDIF's ability to recover 

for the damages these defendants have caused. 

2 0 3 i 



- 20 - 

ARGUMENT 

I. INJUNCTIVE RELIEF AGAINST THE TRANSFER 
OR DISSIPATION OF ASSETS IS APPROPRIATE 

As numerous decisions have recognized, where, 

as here, there is a danger that the defendant will 

t 
dissipate its assets prior to judgment, interlocutory 

relief preventing such dissipation is appropriate. 

For example, in USACO Coal Co. v. Corbomin Energy, Inc., 

689 F.2d 94 (6th Cir. 1982), the Sixth Circuit upheld 

the grant of a preliminary injunction enjoining the 

defendants from "directly or indirectly transferring, 

se^^n9' assigning, dissipating, concealing, encumbering, 

impairing or otherwise disposing of (the defendants'] 

assets." 689 F.2d at 96. The court noted that the 

injunction was based on the district court's conclusion 

that there was "a substantial likelihood that plaintiffs 

would ultimately prevail on a claim for restitution 

based on the allegation of a.breach of fiduciary duty," 

and that the order was necessary to protect "against 

the probability that the defendants would transfer their 

assets within the United States to foreign accounts. 

Id. at 96. 
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Other courts have endorsed similar orders, 

especially where the relief is sought by a governmental 

agency seeking to protect the public interest. United 

States v- First National City Bank, 379 U.S. 378, 385 

(1965); Securities & Exchange Comm'n v. Manor Nursing 

Centers, Inc., 458 F.2d 1082,-1105-06 (2d Cir. 1972); 

Securities and Exchange Comm'n v. Scott, Gorman 

Municipals, Inc., 407 F. Supp. 1383, 1388 (S.D.N.Y. 

Illinois v. Community Hospital of Evanston, 64 

111. Dec. 648, 108 111. App. 3d 1051, 440 N.E.2d 200, 

206 (1982). See also Meyers v. Moody, 723 F.2d 388 

(Sth-Cir. 1984); Rosinia v. Gusmano, 90 111. App. 2d 

882, 46 111. Dec. 299, 414 N.E.2d 21 (1980); The Texas 

Society, Daughters of the American Revolution, Inc. v. 

Fort Bend Chapter, The National Society, Daughters of 

the American Revolution. 590 S.W.2d 156 (Tex. Civ. App. 

1979). 

II. THE STANDARDS FOR GRANTING INTERLOCUTORY 

INJUNCTIVE RELIEF  

Under Maryland law, the courts consider the 

following four factors in determining whether to grant 

preliminary interlocutory injunctive relief: 

(1) the likelihood that the plaintiff 
will succeed on the merits; (2) the 
"balance of convenience" determined by 
whether greater injury would be done 
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to the defendant by granting the injunction 
than would result from its refusal; 
(3) whether the plaintiff will suffer 
irreparable injury unless the injunction 
is granted; and (4) the public interest. 

Department of Transportation v. Armacost, 299 Md. 392, 

404-05, 474 A.2d 191 (1984). All four factors are 

satisfied in this case. 

A. MDIF Is Likely To Succeed on 
the Merits of Its Complaint 

This Court should not hesitate to find that MDIF 

has a strong likelihood of success on the merits. It 

is beyond dispute that, under the stewardship of Billman 

and McCuistion, CSL has become insolvent and that the 

EPIC tax shelter promotion empire has crumbled. While 

investigation into the defendants' tangled affairs 

is not yet complete, the investigation to date, as set 

forth in the Complaint, has unearthed a series of wrongful 

acts by the defendants, including the use of tens of 

millions of dollars of CSL's funds to shore up the 

finances of the EPIC limited partnerships, large payments 

of money by CSL to its parent companies (and ultimately 

to Billman and McCuistion), the payment of excessive 

fees and benefits to Billman and McCuistion and companies 

liated with them, and other breaches of fiduciary 

duty, fraudulent conveyances and violations of state 
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banking laws and regulations. While defendants may 

dispute specific factual allegations or the precise 

amount of the damages they have caused, the conclusion 

that they were engaged in a conscious plan to use CSL's 

assets for their personal benefit and for the benefit 

of the EPIC limited partnership real estate investments 
t 

without due regard to .the interests of CSL or its 

depositors is inescapable and clearly warrants the 

granting of interlocutory relief. 

The Balance of Convenience 
Favors Iniunctive Relief 

( 

^ The balance of convenience in this case is equally 

clear. CSL faces an uncertain future unless it can 

recover its lost assets, while thousands of its depositors 

continue to face the difficulty of being unable to reach 

their savings. By contrast, Billman and McCuistion 

will suffer minimal inconvenience if MDIF's request 

is granted since the proposed order contains an exception 

for ordinary and necessary business and living expenses, 

and since they will be free to petition the Court for 

permission to make greater expenditures if they believe 

they are necessary. In view of the tremendous hardships 

which their mismanagement of CSL has created, the balance 

V of convenience favors the relief sought. 
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vj 
'( 

C. MDIF and CSL and Its Depositors Will 

Suffer Irreparable Harm Unless an 
Injunction Is Granted  

There is a clear threat of irreparable harm if 

injunctive relief is not granted. Unless CSL can obtain 

a sufficient recovery to pay off its depositors, either 

the depositors or MDIF will be left to suffer the 

consequences of the defendants' misdeeds. The activities 

of Billman and McCuistion to date, however — such as 

their withdrawal of funds on the eve of the freeze order, 

the numerous reorganizations of the EPIC/CSL corporate 

structure to avoid the impact of impending regulatory 

actions, and the payment of extraordinarily large 

dividends and payments for taxes which were not owed, 

much of which eventually went to Billman and McCuistion 

through dividends and the redemption of Billman's 

Epicenter stock -- all demonstrate a marked willingness 

to engage in manipulations for the purpose of making 

enforcement of their obligations difficult. Given their 

record at CSL, there is no reason to asume that Billman 

and McCuistion will allow the assets they have extracted 

from CSL to remain available to pay CSL's obligations. 

Thus, an interlocutory injunction should issue to protect 

against the irreparable harm which would occur if those 

individuals were allowed to continue their past practices 

and thus escape paying any judgment which MDIF may obtain. 
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D. The Public Interest Supports 

MDIF's Request for Relief 

preceding discussion firmly establishes the 

public interest in granting the relief sought. The 

^e^en^an'ts actions have fueled one of the roost severe 

financial crises in Maryland i'n years, and the public 

interest in recovering the assets of CSL to ease that 

crisis is obvious. To allow defendants with a 

demonstrable history of moving assets further and further 

away from CSL the freedom to continue that practice 

would thwart the public interest. MDIF's request for 

interlocutory injunctive relief should therefore be 

granted. 

IV. THIS COURT SHOULD GRANT A WRIT 
OF ATTACHMENT ON THE PROPERTY OF 
BILLMAN AND McCUISTION  

In addition to the injunctive relief discussed 

above, MDIF also requests that the Court issue writs 

of attachment attaching the property of Billman and 

McCuistion which is located in Maryland. This request 

is made pursuant to section 3-303^), Md. Courts and 

Judicial Proceedings Code Ann., which provides that 

an attachment may issue against a nonresident individual 

over whom the court may exercise personal jurisdiction 
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under the state long-arm statute. MDIF does not believe 

that there is or can be any dispute that Billman and 

McCuistion are residents of Virginia or that they are 

subject to this Court's jurisdiction due to their 

activities involving CSL. Furthermore, when the 

attachment is based on the fact of nonresidence, the 
t 

statute does not require a showing of any effort to 

conceal, dispose of or remove assets. Thus, an attachment 

is clearly in order. 

CONCLUSION 

This Court should grant plaintiffs' Motion for 

a Preliminary Injunction and for an Attachment. 

Respectfully submitted. 

By: 

ARNC 

A   __ Bennett 
1200 New Hampshire Avenue, N.W. 
Washington, D.C. 20036 
(202) 872-6663 
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TYDINGS & ROSENBERG 

By: 
J. Hardin Marion 
201 N. Charles Street 
Baltimore, Maryland 21201 
(301) 752-6100 

Special Counsel to the Maryland 
Depo'sit Insurance Fund Corporation, 
Conservator of Community Savings & 
Loan, Inc., on behalf of Plaintiffs 
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STATE OF MARYLAND DEPOSIT 
INSURANCE FUND CORP., et al.. 

IN THE CIRCUIT COURT 
FOR MONTGOMERY COUNTY 

Plaintiffs, No. 

v. 

TOM J. BILLMAN, et al., 

Defendants. 

AFFIDAVIT OF 
W. BRUCE McPHERSON 

I, W. Bruce McPherson, being duly sworn, depose 

and say as follows: 

1. I am President of McPherson & Company, Inc., 

which serves as agent for the Maryland Deposit Insurance 

Fund ("MDIF") in carrying out its powers and 

responsibilities as Conservator for Community Savings & 

Loan, Inc. ("CSL"). In that capacity, I have 

responsibility for the day-to-day operations of CSL 

and its subsidiaries and for carrying out MDIF's 

responsibilities as Conservator. 

2. This affidavit is submitted in support of 

the motion of MDIF and CSL for an interlocutory injunction 

restraining defendants Tom J. Billman ("Billman'1), 

Clayton C. McCuistion ("McCuistion"), Epicenter 
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Consolidated, Ltd. ("Epicenter), Epic Holdings, Ltd. 

("Holdings") and Crysopt Corp. ("Crysopt") from 

dissipating or transferring their assets during the 

pendency of this action. 

3. I hereby certify that I have read the Complaint 

filed by MDIF and CSL in this ^action and that the factual 

allegations contained in paragraphs 3-4, 6-44, 48-50, 

52-54, 56-57, 59-62, 64-65, 67-69, 71-72, 74-77 and 

79-80 of that Complaint are true. 

4. The facts contained in paragraphs 5-11 of 

this affidavit are based on personal knowledge, on 

documents of CSL and Equity Programs Investment 

Corporation ("EPIC") and their affiliated companies 

which I and other representatives of MDIF have reviewed 

in the course of MDIF's investigation into the activities 

of the defendants involving CSL and EPIC, and on 

interviews conducted during the course of MDIF's 

investigation. 

5. As part of the reorganization described in 

paragraphs 6, 7, and 16 of the Complaint, by which Billman 

redeemed his stock in Epicenter, CSL's ultimate parent, 

in exchange for assets with a book value of over $30 

million, Billman caused defendants Holdings and Epicenter 
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to agree to create a "legal defense fund" of up to 

$300,000 for the defense of Billman or Crysopt in any 

action against them. In addition, on September 4, 1985 

Billman and McCuistion joined with other directors of 

EPIC and two of its affiliates in causing a retainer 

of $850,000 to be paid to a law firm for possible defense 

T 
work. That retainer was subsequently returned at the 

insistence of MDIF. 

6. At a meeting of the Executive Committee of 

CSL's Board of Directors on April 25, 1985, approximately 

three weeks before Governor Hughes froze deposits at 

CSL, and during which the possibility that regulatory 

authorities would close the bank was discussed, defendant 

Billman initially directed CSL's senior management to 

maintain their accounts and certificates of deposit 

in CSL to avoid causing unnecessary concern," presumably 

among bank staff and the public. (See Minutes of 

April 25, 1985 Executive Committee Meeting, attached 

hereto as Exhibit A.) At that same meeting, however, 

Billman also assured senior management that they would 

be able to withdraw their funds if problems arose. 

Senior management personnel in fact did withdraw large 

sums from their personal accounts at CSL between the 

Executive Committee meeting and the Governor's freeze 
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order of May 14, 1985, including withdrawals by McCuistion 

of $578,448 and by Billman of $239,809. 

7. In addition to the funds withdrawn by Billman 

and McCuistion from their personal accounts/ six companies 

owned or controlled by Billman and McCuistion also 

withdrew an aggregate of over 42.5 million from their 

accounts at CSL between April 23/ 1985 and the May 14 

freeze order. Those companies also made substantial 

withdrawals during the period January 1 - April 22, 

1985. 

.8. On April 29, 1985, the Executive Committee 

of the Board of Directors of CSL granted an option to 

CSL s parent, defendant Holdings, to acquire CSL's 

subsidiary Community Financial .Services, Inc. ("CFSI"), 

which owned virtually all of the EPIC-related 

corporations. The minutes of this meeting expressly 

state that the purpose of the transaction was "to maintain 

the operations of the various service corporations in 

the event of a problem similar to Ohio under which the 

state or federal regulators were to shut down the 

Association." CFSI's stock was in fact conveyed to 

Holdings on May 13, 1985. That stock was reconveyed 

to CSL on May 22, 1985. Copies of the Executive Committee 

minutes authorizing the transfer to Holdings and of 
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the minutes of CSL s Board of Directors implementing 

the reconveyance are attached as Exhibits A and B. 

9. On August 22, 1985, approximately two weeks 

before the appointment of MDIF as Conservator for CSL, 

EPIC Acquisitions, Inc., a subsidiary of CSL's parent, 

defendant Holdings, approved the purchase of 51% of 

the stock of Equity Programs Investment Corp. from CFSI. 

T*1*8 transaction removed EPIC from its position as an 

indirect subsidiary of CSL to a position above CSL in 

the corporate chain — apparently for the purpose of 

shielding EPIC from any attempt to marshal CSL's assets 

for the benefits of its depositors and creditors. This 

transaction was reversed on September 6, 1985. 

10. On August 30, 1985, the defendants caused 

a number of EPIC limited partnerships which had acquired 

property, but which had not yet been syndicated, to 

^rans^er their assets to three EPIC limited partnerships 

whose limited partners, including Billman and McCuistion, 

were all affiliated with EPIC (the "in-house limited 

partnerships"). Furthermore, on September 5, 1985 — 

the day on which MDIF was appointed Conservator — certain 

of the defendants, including McCuistion, caused EhL 

Management Corp. ("EMC") to be substituted for EPIC 

as the general partner of those three in-house limited 
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partnerships. The apparent purpose of this substitution 

was to prevent the conservator from gaining control 

over the in-house limited partnerships and their newly 

acquired assets since EMC is a subsidiary of CSL's parent 

company and is thus not under CSL's control. Subsequent 

to the appointment of MDIF asr Conservator, EMC agreed 

t 
to return control of the in-house limited partnerships 

to a subsidiary of CSL contingent upon an overall workout 

of the bankruptcy proceedings of the other limited 

partnerships. 

11. MDIF was appointed as Conservator for CSL 

on September 5, 1985, and defendants were given notice 

of the request for the appointment before that request 

was made. After receipt of that notice, however, without 

informing MDIF, the defendants caused 341 of the EPIC 

limited partnerships (not including any of the in-house 

partnerships) to file bankruptcy petitions pursuant 

to Chapter 11 of the Bankruptcy Code in the United States 

Bankruptcy Court for the Eastern District of Virginia 

with the apparent purpose, and the effect, of limiting 

the options and authority of the conservator. 
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6C' A /, 
W. Bruce McPherson 

Subscribed and sworn to before 
me this 22nd day of November, 1985. 

tfysC"—' 

My Commission Expires: 
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EXHIBIT A 

D / aow/- 

COMMUNITY SAVINGS 4. LOAN, INC. 

Minutes of a Meeting 
of the 

Executive Committee 
of the 

Board of Directors 

A meeting of the Executive Committee of the Rnar^ «« 
Directors of Community Savings & Loan Tnr use k 
at 9:00 AM on April 25, 1985? at Suite 900* Sill ? """"encing 
Falls Church, Virginia. ' 113 Le«sbuf9 Pike, 

r,r«.^»e £°|-lowin9 members o£ the Executive Committee u»r. 

Shom|«; Leon«dnMeitzCCjiSti?n' TOm J- Bill,Ilan- Michael L. 
McKi^ne;. td Jr-' James B- De«in' "t- ^ Barbara A. 

situa^n^rL-in^r^^^if^^lra^e^: 0hiO 

are beglnning^frJ^off arrfIirirrapirri"Cat"t0fhddP£Sit 

the'Association ^ 
liquidity comprised of 516^000,000 In^s^M^o^O^OO^00'000 " 

borrowing capacity and $20,000 000 in "llateral?«rf hS, " • 
ability at the Federal Reserve Bank The ^ borrowing 

depositsi2uethetoj^tureDinrH:yWLtdh lllToo'Z " 

Bob uCtn^Mira'da/iramcar6^^- Mel" "^""ion contact '• 

£i3fciS\r 

Cocunittee also directed Mr. McCuistion to set ud an 
entire system of accounts outside of the Assori at- i«« ♦- ? j 
various service corporations in thfev'ent ^""roble" the 

V ' 

!SE,Hi:;rnr'!:":: zs&i s !si~'' 
management^ tSr^itt'e^fnc^^Sat^r^IhoS^^ 'f, f „! 

thoseeaccounn0a«SavSil!ble"! sucrwelutivef^rio? tS"" °hat 

problem occurring. 210 / prior to any 
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i-he Comniittee next discus^pH «-s 
the operations of the various service ^estlon.of how to maintai^ 
of a problem similar to Ohio under which':p°Vatl°ns in the event " 

regulators were to shut down the Associ^Mn ^e' OC federal 
determined that the best interests ofth^a"" Committee 
depositors would be served bv ro™ ! Association and its 
structure fro* under t^L^^t'such^" C°re°»<i°n 

developed which action would allow She contin ?* " a P^lem 
leaving the Association with t-hl * continued operations whii^ 

recognizes that all of the ! aSSetS- The Committee 
be deemed "controlling persons"6^0 Execut:ive Committee n-» 

institutions Article ^arvland'cnf "i0" 9"323' ^nancial J 

respective ownership interests in Spic r^ VlrtUe o£ ,:he" 
discussion and upon motion 2 5 Holdings, Ltd. After 
adopted, it was:P 100 dUly- made' seconded and unanimous^ 

an option to EPIcaHoldingsSSLtdatlanDSia11 9rant 

s:Ksss-.s=rs'si;i.« 
Inc ("CFSI"^ a f Community Financial Services 

Association, for 0£ ^ 
net worth of CFSI rin^i to the consolidated 
such price to be Piid

nCivda Lo"3 ,ub»ldi«i«) - 
two (2) years, bearing interest at^."^" dUe in 

payable interest onlyquarterly; and ^ annUn' 

FURTHER RESOLVED r< 
Committee finds thaf i? full di"?CUtlve 

transaction and the niture of Melsrs"^!?5 

McCuistion, Melt2 Deerin ck nessrs- Billman, 
McKinney' s interest in epic Boi'h?1 ^ MS" 

FURTHER RESOLVED, tha^ ^ 
vice president of the Association^e^' and V 
hereby is, authorized to execute* ? each 

the name and on behalf of * deliver in 
documents and agr^^ts^an'd"Vlllt't'T 
actions as may be necessarv other 
resolution, s^ch docSments^and 2"y OUt this 

contain such terms and provisions^«• 

discretion?^ Sha11 a9ree in h" or^efloL""" 
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,I?r»,^C",'P?r Presented to the Coranitt 

AssociationeshouldCmakeUcertain ^oi^and^a3 "heth" ">e Committee determined that the AssociaHn related loans. The 
program to make such loans. Assoclatlon not participate in any 

occurring Purina th^past^rdayf rthat'th s^rinka9e.o£ savings 
compliance in the construction inl** ^ Association is out of 
directed that exisSSg^e«o"s'to^»» category. The Committee 

participation therein be continued? oonstruction loans or 

it wad adjourned."0 furthec bUSlne^>ity*co'fle bfVre the meeting. 

f. Dee] ' Seere tary 

"The undersigned directors hereby ratifv »nA 

f 0f the executive Committee as" se't'^rth'ab^e?" 
the 

<- { 1/ y 

Elaine A. Dudash 
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EXHIBIT B jbd/agw/ 

COMMUNITY SAVINGS & LOAN, INC. csl-wra 

Written Record of Action 
of the 

Board of Directors 

We, the.undersigned, being all of the members of the Board 

of Directors of Community Savings & Loan, Inc., a Maryland 

savings and loan association (the "Association"), do hereby take 

and adopt the following actions and resolutions without a formal 

meeting, hereby waiving all requrrement therefor and notice 

thereof: 

WHEREAS, this Board heretofore authorized the 
conveyance of the Community Financial Services, 
Inc. ("CFSI") structure, except for EPIC 

?«pid®ntial Network' Inc., to EPIC Holdings, Ltd. ( EHL ) as a precautionary measure in light of the 
threat to the MSSIC savings and loan system caused 
by the losses experienced by Old Court Savings and 
Loan and Merritt Savings and the subsequent heavy 
deposit withdrawals experienced by all MSSIC 
insured institutions; and 

WHEREAS, the stock of CFSI was conveyed to 
EHL on May 13, 1985 as a protective measure in 
response to the crisis; and 

WHEREAS, the subsequent actions of Governor 
Harry Hughes in implementing certain emergency 
executive orders limiting withdrawals and 
emergency legislation recently enacted by the 
Maryland legislature have alleviated the perceived 
crisis which justified the transfer of CFSI to 
EHL; and 

WHEREAS, under the terms of the Agreement, 
dated April 25, 1985, between this Association and 
EHL, the stock of CFSI can be reacquired by the 

Association by cancellation of the note given as 
consideration for the conveyance; and 

WHEREAS, this Board has determined that it is 
in the best interest of the Association to 
reacquire the stock of CFSI. 
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NOW, THEREFORE, be it: 

RESOLVED, that this Association shall 

«nS? andChaSe MOney NOte' 

FURTHER RESOLVED, that the president or anv 

vice presides of this Association be, and eachY 

hereby is, authorized to execute and deliver in 
the name and on behalf of this Association SnJ and 

rUraentS f?d docunients' including without limitation cancellation of the Purchase Money 

rtarn ^ lu take a11 actions required in order to 

resolution^ ^ and t0 o«t this 

DATED this 22nd day of May, 1985. 

Clayton C. McCuistion 

>ert N/ Kerap, Jr. 
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STATE OF MARYLAND DEPOSIT 
INSURANCE FUND CORP., et al. , 

Plaintiffs, 

v. 

TOM J. BILLMAN, et al., 

Defendants. 

IN THE CIRCUIT COURT 
FOR MONTGOMERY COUNTY 

NO. 

ORDER GRANTING INTERLOCUTORY 

INJUNCTIVE RELIEF 

Upon consideration of Plaintiffs' Motion for 

an Interlocutory Injunction and for an Attachment, it 

is hereby 

ORDERED: 

That defendants Tom J. Billman ("Billman"), 

Clayton C. McCuistion ("McCuistion"), Epicenter 

Consolidated, Ltd. ("Epicenter"), EPIC Holdings, Ltd. 

("Holdings") and Crysopt Corp. ("Crysopt"), as well 

as their agents, attorneys, employees, representatives, 

and all persons or entities under their direct or indirect 

control, are hereby enjoined during the pendency of 

this action from dissipating, alienating, pledging, 

removing, transferring, or otherwise impairing any assets 

in which they have any interest, except as set forth 

below. 
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(1) Defendants Billman and McCuistion may transfer 

assets for ordinary and necessary personal living 

expenses. 

(2) Defendants Billman, McCuistion, Epicenter, 

Holdings and Crysopt may transfer assets in the ordinary 

course of business necessary to meet ordinary and 

necessary business expenses. 

(3) Each defendant subject to this Order may 

transfer assets necessary to pay his reasonable legal 

expenses. 

(4) Any defendant subject to this Order who 

wishes to make a transfer of assets not authorized by 

paragraphs (1) through (3) of this Order may request 

the Court, upon notice to MDIE, for permission to make 

such transfer. If MDIE does not oppose the proposed 

transfer, it may be made without further order of the 

Court. If MDIE does intend to oppose the transfer, 

it shall file a written opposition with the Court within 

seven days of its receipt of notice of the proposed 

transfer, and the transfer will not be made unless 

authorized by the Court after a hearing which will be 

scheduled promptly. The defendants may also request 

2113 



the Court for expedited consideration of a request to 

make a transfer if they deem it necessary. 

DATED: 

211.4 



STATE OF MARYLAND DEPOSIT 
INSURANCE FUND CORP., et al. , 

Plaintiff, 

IN THE CIRCUIT COURT 
FOR MONTGOMERY COUNTY 

NO. 

v. 

TOM J. BILLMAN, et al 

Defendants. 

ORDER FOR AN ATTACHMENT 

Upon consideration of Plaintiffs' Motion for 

an Interlocutory Injunction and for an Attachment, it 

is hereby 

ORDERED: 

That writs of attachment shall issue attaching 

the property of defendants Billman and McCuistion that 

is located in the State of Maryland upon the filing 

of a bond by plaintiffs in the amount of   

for the satisfaction of all costs and damages that may 

be awarded the defendants or a claimant by reason of 

the attachment. 

DATED: 
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HARKY HUGHES 
CoVC R S OU 

STATE OF MARYLAND 

JOHN J. CORBLEY 
SECRCTARY 

department of licensing and regulation 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
231 east Baltimore street Baltimore, Maryland 21202 

SEVENTH tloor 
301/659-6330 

CHARLES H. eRO»K, Jl 
OlRCCTOR 

j to 

April 13, 1981» 

The Board of Directors 
First Maryland Savings £ Loan Association 
1109 Spring Street 
Silver Spring, Maryland 20910 

Gentlemen: 

We are forwarding for your review and comment a copy of the report of 
examination of your association by examiners representing the Maryland 
Division of Savings and Loan Associations. This report represents an 
examination of the association's books and records as of August 31, 1983 
for compliance with Maryland statutes and regulations and does not const!- 

tute an audit of these records. It should be noted; however, that our 
examination was not completed until November 21, I983. There has been a 
delay in getting this report to you because of my recent illness which 
created a backlog of work making It impossible to get the report out 
prior to this time. 

Although our comments and criticisms are too numerous to reference in 
this supervisory letter, rasny are of a serious nature and reflect quite 
unfavorably on the management of the association and on its Board of 
Directors based upon the numerous violations of Section 9-419 of the 
Financial Institutions Article of the Annotated Code of Maryland as 
well as the Rules and Regulations of the Board of Commissioners. I 
feel It Is Incumbent upon me to remind each Director of his fiduciary 
responsibility as a member of the Board of the Association. 

The Board of Directors Is directed to discuss the comments in this letter 
and the report of examination and to advise this division in writing of 
the specific corrective action taken with respect to these matters. 

21.1 f' 

IIIEl 

Baltimore metro area tss-cjjo 
OUTSIDE BALTIMORE METRO AREA 
TOLL-fREE *-600-492-7521 
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The Board of Directors 
First Maryland Savings 

and Loan Association 
Apr i1 13, 1984 
Page Two 

This division will be making another examination In the near future and It 

tJat ^nts and crUUUms lu\ le^cor- rected prior to our beginning the next examination. 

?Mrfortr:!f?r,,t0 th'! «""""«•<»' ^ forvarded ,0 the 
sii? zu 

Board of Directors of the Association. 

Very truly yours, 

QAajL // 

Charles H. Brown, Jr. 
Director 

CHB:JJB:11b 

Enc 1 os u re 

cc: Maryland Savings-Share Insurance Corporation 
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tXAMINERS' COMMENTS 

flr«t Maryland S«vlnot «nd loan Association 

Comment I : 

Mrl„!lnj,X*,,,!n*liS? 0! the fl1" 0f the "O'toase loans granted durlno the ' pe lod June I, 1982 through August 31. 1983 revealed the follo-lno: 

A. Loan No. 858 - Crest-ln-Th«-Park General Partnership: 

^!!n^ntW!L* reI!Mn" of ,0*n "o- 799 -hlch was three months 
16 r*'|n«'Xln<) occurred on July 30. 1982. On March 
the amun! of !m0An

,'r*,'ttd ,n lncre»« on «h« above loan In 
InVrtH™. 5250.000-00. 't which time the loan was seven months 

r51 c°nt*]n •" 'PPralial report as required by Re,u- atlon .236 when the loan was granted, nor when the loan was 
* extended. Furthermore, no title update was In file 

K75reoooroo SBfc1^0™23'" when ,he 'Mn w,s >i7i,000.00 to $825,000.00 on March 16, 1983. 

c!rr|ir?u^iue1g"'nUt"*?*t,f M*r,:h ,0-",583. general partner 
SU0 080 oJ ili ^ lr") W" to ,nvelt •" 'Optional 

n0 ,Vld,n" eOU,d b' th't ,h"' 

B' ™rLV5mre^:ln"The-P*rk Gener" '■"'""Ship Is a second 
™3B iLn f,"01 COnt ? lppr',l$•, " required by Regulation .236, loan app Ication as required by Regulation .23A, nor Insurance 
pocy require" by Regulation .230. Furtherrcre. ihe title 
shn l)i lt, I"1' 0? *nd *S the tubJect property, when It should state lots 810 and 811. 

c. Loan 868 Health and Happiness - <<29 Kenyon Avenue: 

This loan was granted October 13. 1982 In the amount of 5550,000.00 
Purch"ed fr"" first Maryland Savings and Loan, wt,lch 

$200 M0 00 pr0p<rty foreclosure frcr, previous borrower, for 
(Ihib) MninclngT* ^ "" ,t4,ed " Construction 

There was no appraisal In the file as required by Regulation .236. 

A review of the loan file further Indicates: 

I. As of April 22, 1983, all funds were disbursed; however, work on 
the project was not collated. 

J' c^ft'f.^M&e;983 r,V",ed ^ ,he ",lMted of 

3. Loan Is tlx months delinquent as of the examination date. 

<t. Loan committee minutes dated August 2'., 1983 approved the 
funding to complete this project. 

The association should provide the Division with an explanation 
•s to: 

1. Why all funds were disbursed when work was not complat'ed; and 
11. Currant appraisal of the property. % 

. 
D' * Flr,t dryland Financial Corporation - Amount $914,000.00 1209 3'<th Street. Washington, D.C.: 

IJ Th,i lo«n «•» «ranted approximately October, 1982 to bring first mortgage No. 820 (which was granted March 22, 1982) Into corpllance 
with Its original tarns regarding tha original loan amount. 



Comment 1; (Con't) 

Frocecdt of thl« loin Mr* »ppl ltd at followt: 

*■ 820 <,0/20/«2). r«pr<sentlnq the •mount by which loin No. 820 had been overdlsburjed; 

lll'J.00^0 <f^,lted Int0 F,^*, M4rV,*n'l financial Service 
.^irr TrZZl*0- 068-9885'-' ('0/19/82). representing 

II. 

for «^bni ! ? PfrP^t 0 ,0*n No- 820 w" t0 ',rovlde 

tL Property and since no funds regain In 
S« inHn P^t>f*'^,fC0Unt• *" •^'•"•tlon at to why the 
^--oT ,he H0J *ccount lhou,d b*supplled to • 

Mrrdatfedt^rl?0
1
tedi^t il' P*Ptrl Pert*,nln9 to loan Ho. 869 

7982 'I '582, thereat this loan was granted October. 
R.mi.M ■,£ n0 cont,ln the t't'e certificate as required by 
by Reg ul at 100 ) (f) _0 r'91 nl' "0rt^'e "nttrument as required 

uiim^.Tnef,MnCV>f ,0*n N0- 111 "/I3/80) which was ten months delinquent when refinanced. 

Loan committee tnlnutet of 10/28/82 approval ttated: 

r'X™ 65»"*r "tenslon
I
of ,0<n 727 not to .«eed 1 oan-to-val ue 

rlt o Lsld 1?
owev"'1

,04n refinanced and the new loan-to-value ratio based on 16 remaining units was 68.51. 

^ 0LT If™ ^t9a9e)• 1733 "P" Str«t' N-W-- ""hlngton. D.C., amount $150,000.00: 

^8oe?n
Pi70" 0f f' «,«i'n0rt'a9e 'o*" No. 685, granted September 10. 

ehL n ^VTnL°! Jl*>'000-00. 'or "purchase/construetIon 
fun- — 

File did not contain an appraisal at required by Aegulatlon .23B. 

C' ^ 932 General Highway Joint Venture - General Hlghway/Bestgate Road. Annapolis. Maryland, amount $1,000,000.00 (2nd mortgage): 

Above loan was granted as an acqulsltlon/developrent loan with 

security*" " eXe^,, 0f 75X Cf th<: m4rk4t v,,ue cf tht 

Regulat'on .SOC^) provides that the aggregate arount loaned upon 

.t    »> °' 

"■ ""■7 •"     

Loan fIle"No. 2790-1 did not contain tha financial statement or 
tax returns as required by Regulation .2JA(2)(c). 

in«r»f!l!.Nr- f66: Vh S3t' 937 J87,,-^ <,l<, not •PPraltaV reports at required by Regulation ,236. 

J- L0*?Ii!U ,}0i- 2736_7' J790-I and 2889-0 did not contain title ' I i 1 certlflcatlont et required by Regulation .23C. 
K. Loan file Hot. 2736-7. 2790-1. 2811-7 and 2889-0 did not contain the 

original deed of trust and deed of trust notes as required by Regu- 
lation .29A(2)(fl. 



Conment I: (Con't) 

M. 

N. 

by RejuUtloo .230. 'nsur^nce policies n required 

• memorandum of'feu Uront''•j ^7S0■, <,ld not contain 
•nd Financial .n.U^ - •"M2)(c) • 

Service Corporitltl' i" thC "*"* F,r,t M»r>1*n<i financial 

     - . 
Co«T»nent 2; 

A review of the delinquent mort9a9e loan, revealed the following: 

existence o^t'hlay^e'In'de^l^n?9* IO*n record5 reflected the 
definition set forth In Regulation ,S deter','lnet| by the 
of these accounts totaled $5 062 67^ LR * Outstanding balance 
current examination, rep^e.e^ a ,he of the 

the total mortgage >oan^lanlVum^nT' r4tl0 ^ 3-U 0f 

55.062.675.1,8. an Increase oMUW^T^or'r^.7'2•035-t0 

Delinquent and unpaid lnter.«f .k . 

ir^t00^ - - - m:»;if-«r,^]eet 

report'ref'acted'that 9 of tMl 

the current examination. "•"edlately preceding the date of 

and Loti 630, 83t!lS2T"^;e«|Vf^|*^J?2o!,?!"ChU,,ttt Avtnut- 

^TLTLTnrt::rn re^^cV®; ;h
sf:"so.ooo.oo. 

'■ the 
Thl. $.00,007.78 payment con.l.tid of^foUoIlnT m0rt9'9e"- 

598.360.98 for past due Interest on the first rx.rtgagesi 

^Uo? [nU^al'ng1 foractosure'proceedInjs^1'4''*1 " * 

•stocl«tlon advanced $951 25/4 70 to n r k 
,M0 ,,, m0r,«"" Other, on the lubject propert*::. 

totaling 51 ,Io2?2l2'*8<ilo2ed0rn pV*nce " of "ovember, 1983 
Th'* $1,^02 212 ^8 balloi- 1 Maryland Savings and Loan. 
•hove, plu.'a 5950.00 appralwl fee.0' th* V*^l0u, •mount» »tated 

^/'ell^o^'uj forteiMura'for'i ^ 

under*!nvast?gat^on ^ 

2 lp I) 5 contained ^'foH^lIj',^^^ *m0Unt ^ 51 •600-000 00 

- «bet the highest InjJe.r!:^ IhlM ' 
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Comment 2: (Con't) 

1 'r«. 
u». I. «or. raid I ly ld.ntlfl.bl. .nd .coo^Ic^ly* 

4" ^.IM'TqIvTu* " «" ".t. of .x.mln.tton, "Suit 31. 1983. d.l Inqucnt Interest due tot.15 5130.58^70. 

7. No funds rent In In ,h, Lo.n-In-Proc.i. .ccount. 

c- ^,r:^do: frhtr d,ic,o"d 

follow,: cumoi.tlv. d.flclency In the expense .ccount .s 

Lo.nNoi,: 2J(8A-9 57.158.70 

llil'y '0.251.78 
AlI'I 2i572.50 25'i't-0 12.110.83 

,. 2557-2 12.172.53 
2560-2 8.600.13 

occurred due^o'tl^'flct"°rt9*9e ,a>n5' •r"3 the deficiency 
k«P the first ^8.9. lo."c^r.n ^thJsi0;/" *dV*nCe<, fundl ,0 

.gainst the morts.ge .xp.ns. .ccoun" The onD^d'h't'"''* Chr9ed 

-x of these lo.ns no. .xce.d th.^i,^ ^ 

~tu"tyUdr«:.r:n0t,d that ,OUo^   - P.st the 

i2£n_N0. futurity D.te Ongln.! 
Construction 637 9/i7/fli .. _ 

800 9/30/8 X-00 5 <15,510.00 
859 7/30/8? ^n'^0'00 '<08.000.00 
862 l/i/A\ , 3^.000.00 3'.0.000.00 
865 l/Vu/ll 2,500.000.00 I.*63.123.11 
869 9/22/83 oL'n^'00 '.290.000.00 

(2nd Mtg.) 9/22/83 9'..000.00 S-..000.00 ® ® po7 

^ 692 InV/l] '.J60.000.00 I .*60.000.00 
86* \,Zl\ 52.000.00 157 000.00 
866 1/24/81 312.232.96 Commercial ^ 210,000.00 210,000.00 

(Off-line) 803 £/iR/ni 
822 |/n/? SEE COMMENT 2(8) 
81.6 9/29/83 ?^^^0■00 250,000.00 
855 6/1,/ll It0^'00 '.'•O, 000.00 6/21/83 *27,000.00 *27.000,00 

E" •mounts !OW'n' h— Oeen over-disbursed by the following 

Lo.n (tos.: 830 566.*3*.65 
892 2.087.13 
9°° 3.39*.19 

r. Lo.n No. 831 w.s gr.nted h.y 10. 1982 In the .mount of 5*50.000.00: 

^dltlon.l 5100,000.00 ,r.n,.d 
$250,000.00 granted 

^s'deUnouent<'.?oht' ^ !k)vember ,5- ,583 '» 5800,000.00. Mortg.ge 
either of the .JL^ ^ •ppr4,"l W4S "oted In file when 
these funds rJ^n ln ^L^n r*"""" 0nlV J,57.'00.00. of 
upd.te w.s obtr?^ 1 1 ? OCe" •ccoun<- Al»o, no title 
September 9. {98^ " W" ,ncr""'' * 5250,000.00. on 

C) Comment 

co-rc^r,i::,;^e^ry]?1sr.?bT^e:v;?:;.e::
th4t u h" 

sh.M bee9|lwne.tC?I"|,Innu.n'er?K! ^ the es<:row '"o^t the borrower 
over.ge. .pp|y,ng the over.g. to the 0f tht 

( 



Cowntnt }: (Con't) 

a ^ o_9e 

~0|!IS notl^TfV' t h I n^o 'd^yT" return .„y ov.r.g. t0 th, borr^'p^tly ..OVera9'- ,he »h«M 
Comment h-. 

the 0f tht b00k». r*cord% .„d .ccoun.in,,     

A' ;-d.r icn... .ccount .)<£.c<ted tht 

e "t
of*r'?tr 30- l983- * 9*ner4, '•<,9er bV S29.I.09.62 

>"y£ ^TonlSTcoVT W •— - S..U0 99, 80 
" of September JO, I983 'to- l082-00 th. 9enera| "80 

£• The association at th« tin, „» 
l(l4°-'<'. fo.117.MO oTiniS* L'""" ln wn*ri' 

( =:n-r;s 

    ^ -" 

^    

J"*is'"" 

Comment 6: 

1 OO 
_L C- C* 

.-'-ar       -  ;; 

Institution. Artlcu. re<'ulr*d br Action 9-<.0Mb) of ,he Financial 
B. No approval authorlilm ,1. 

Inlnutet; the •ttornty', retainer fee was noted In the 



Comment 6: (Con't) 

iul* «■ '963. 01 rector 
meet Ing" «nd voted .s In uerLr % " "represented «t 

Comment 7; 
I 

held J"wTS|9r8r«^ottVvenntolthe0Ie^r!Pefl4h m"tln9 0' 
by Section 9-30-. of the nLcl.l Inul^l Artute*"0''*'10" " re<'ulred 

Comment 8: 

"vriv%vJ%?5
f
>^.;rr:,?2

tir;Sofioe,,i:r rr;:ed that the <— by Regulation .22. '">.000.00 less than the $1,210,000.00 required 

Comment j): 

A review of the association's net v-orth revealed the following: 

A' 2,hv:ni:,,on;1 — - - 
•'•O-IB states: * 0f ,,, "vln9$ "lability. Regulation 

I'nS ^d:srs^m:i;t
t,:h

n.t^;tc
,ef):t:^ Of an association 

with Section 9*327 Of the Flnancl!!^!' ? P^tected In accordance 
cl.tlcn shall wlnuin ^s^C:: *" 
of Its savings liability.*' whlch exceed 3 percent 

'■ ■>. ■«!,... 
ledger No. 2812 00 Auditor', awi WC'r reserve account (general 
resulted In reLug fuL ye^e^Bv PreV'OUS Y"r) Wh,Ch 

amount of $*11 1 ,897.22 net worth the 

^!a\^'::p^\^,C"h
d:f;'^,rr's 9/30/82 ^ry. by the association entr,eS COuld n0t be provided 

p'-Mo^rs.0:^^5^ r982na0n,eddthn t0t^, b— 'he 
3.. .983. No exp I ana t ion couM be g I ven"^* ' tMs ''va r I ance "<1US ' 

CofmentlO : 

r-';™ >•■"" - the Comptroller of th'e Ireasurv LJ- "l"9 'etter was received from 
State of Maryland. This lette^'read" l^pirt;Y UnC,*lm(d ,ur,'35 «0 «he 

wnhlnr?hu: P'r^le to the r^trnH, _of the Treasurv 

«?o 'h•" 

2 1 £ J property forCth^!?od,2nd[ngOJw«dJ0C*l982reml t>t'n9 f°r ''"'"X'rtd 
.tlon, thereby possibly ^ ^ 

Commen t 11 ; 

view of real estate owned revealed the followlno: 



Comment I f: (Con't) 

'•    -  

of »9M95?08 wl^,^v"^r|tt0?e,,h<! b00kf$ f0r tht 'mcu"t ' • v.imtioo reserve of $75,000.00. 

partle. without ^n^pos'tIvfr«juU»!*CU,**c3 wlth "umero^ 

^ - V.enn. 
*"=>""1 - 5250,000.00 

presentIyW?s Ul*2lf?u^ty? purch'": h^ver. ten.nt 

•nd th,t ev:,r::;L*p?.r:i^i,.!^~'"br
,he" 

B rese rve .mounts be estJbI I shed. 
31. ^1382 throu9h Au9u5t 

Estate Owned: P op<rtl" ''so werje transferred to Real 

2. 1208 Evarts Street^N t^Walhl '^"n Mar*l4n<' S56,2<.9.50 
3- Ur^/uit-fXXTZMi 

transferred to "^artttate[h*' T8 ,bOV* proptrtl*1 were 
reco^ended that curren 'he;'fo^- '< '• '-ther 

,0" « accounts be es tab , fshed. '"d, If necessary. 

^ckvl I le. '^ryfand^wa^transferred'to lU f0? Brol<,woo<j DrI<«. 
amount of $89,072.77. On May 5 "98$ ^ 0wne<) for the 
Property and suffered a loss ofttl IfiQ ™ '"od'tlon sold this 
sale was $92,689.20) 525.189.70. (Balance at time of 

The f0,,~ln9 W44 note'1 reference ,0 this sale: 

•ervlce properly^***'^41' due 10 ,he "»oclat Ion's failure to 

with the'foll^n^^^^tl'Jnd^i?,^* *m?Un, of "9.900.00. 
conditions, repair, or r.qul r.«n ts n«ess$ary. *PP' "*0 

3- Property sold for $67,500.00 (VI5/83); 

A*lSo»P^ T' 0n,y M-5* 0f 'PPr.lsed value; 
c. Th. Inur.»t 

S*Vln9S *nd LO*n: 

and^oant 0"d* *" of'rirst Maryland Savings 

^aMKu'wolIt'lon'If1**"5?'' i<30 yt'r •mor,l"«lon - 5 yelr /. n violation of Regulation . 30C(2) (c) (<(). 

"" repurchased'*rora Maryland, 
due to several servlclno violations P Mortgage Corporation. 
December IJ, 1982. tht «tocl«t ^ M ",ocl4tlt>n'» l«tter dat'ed . 
thousand dolUr. ,n ^ """' V, 

Comment IZ.: 

^ review of loans foraclotcd ravedtd the following: 

^ ^ ^ on l5^7^toodmeadoweCourtC 'cal th fC
b

r^C,OSe<, on 1 ">ortgage loan 
- City .deral 

-15f- 
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Comment U: (Con't) 

S.l.teVl'S.''" -   
1. Attoclatlon •dv.nctd fund, to brlno flrsf 

'd,rect Bt
t 

2. nr.. ^ryLn, S.vlngs .nd ^ h#d ^ ^ 

3- No cur rent .ppr.1,.1 ha, been obtained on the property 

seeond'mortjijij' ; 
forec'osed on follo-lnj, 

Adjusted Book Value 
   

'■ "1"! IT"1 "■"■ 

'■ "■'■ '»■«••■»• 74,o£o.oo 

i; * ":•■     - 
are second ~rtg.g,. 0bt*ined sln« ^th loans 
amount, before fo?"iotur.^, U ^ "C"d loan 
that the e.tabl I.hment of v^ult^re^ * '' " poSilbl"ty or valuation re.erve accounts may be necessary. 

Comment 1J : 

The following loans had t*rm« ^ 
the folding was mls.lng fro^ the *mOUntl ho-*«^ 

*" ~*n 79? " ' 'toqert 't Nnrfhern Jolnt Vrn,„r. 
roperty ,8591 Acres of land; Amount - $110,000.00; 

Location - Rogers Avenue at Northern Parkway; 

Project - "Hount Washington Hills Condominium." 

first Maryland SaWngs^d Loan'hl01n' f ^ r the '0an col,B,!ttee. 
dated 10/19/81) In the orloln«? * SI t^U5, (Lo''n No- 792 A 

comml ttee mlnuies da tld Juni fi ^3"^° h$l ' ,00-000-00; Per '0an 

December 31, I983. * loans were extended to 

Loan file did not contain: 

1. appraisal - at time loan Ho. 792 8 was granted; 

II. updated title policy; 

III. extension agreement. 

8- L°'" B'.? - 100-301 New Vnrk ^.nue   th,r 

Property • 100 New York Avenue. N.E.j Amount - $525,000.00. 

Loan amount was Increased by $52,500.00 on August 29, I983. 

The following was noted on this loan; 

I. No appraisal was obtained at time loan was Increased; 

II. No title update was obtained; 

III, Additional funds w«r# tn t t 
InHlrji* tr.*   ? h<,d ,n an Interest reserve account. 



Conntnt IW: 

    
Comment U- 

i°j_" No. 79^ • U,t McAr,h,„ 

rtitrvt! ,eh•du,<• ^35,000.00 w.s allotted to Interest 

.... 

'■ 
conjtructlon. The balance r.mf?'? 5^ W" for 
September 6, ,983 „ onlyN^ueX. ■" " 0f 

3- Appralnl of Hav if. ioc< 
I1? ^clJ10,000-00- '^e a»$oc 'a 11 on 1°' ,ubJect 
3. 1983 states $900,000.00 to L ?t1

ter of October 
'and and Improvements and «f.> !" "'""ate cost of 
VrlV"' e0n,tructlon Permanent'n' ^ryllr'd "HI projcct. Hcrmaneat flnancfng for this 

Based on the fact tK*» n 
outstanding loans on thll^1 M4ryl',n<1 Savings and Loan has 
the appraisal of May 26 198^1.^ 0f 5i,00-000-00. and If 
•o*n-to-v«loc ratio of flOS ( i prop€r» appears that a 
'uff Iclent to supply fund. t0 co^TeU'^'p^t^ ln" 

Comment IE; 

1583 $570,000.00; the balance In 

^erlean^ank^of*Maryland^ '"p"' Pur^Jled 'o'" tto. 800 from rirt, 
trust dated Oeeember II i98|erfh0<' n of note deed of 

llcZT*:: I2: J "It °! «" "tended the original maturl tr date. The ,0*n therefore 

   
a- Title Insurance policy; 
b- Joint venture agreement; 

c. Draw schedule; 
d- Inspection reports; 

e. Settlement sheet; 

I?m"J " •"'•'•.I OctoM, jo, 

2120 
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inforwational cohmcht!;- 

, Increase 
(Oecrease) 

'■ Total Savings 

2- Total Net Worth 

3. Total Mortgage Loans 

^• Total Assets 

-^U,t ?'■ ^ '9B: DoIIar Amount ^ 
5132,089, U0.88 $54,390,898.52 $77,698,21.2.36 uj.J 

I.*79,982.42 925, 121 .98 55'-.860.*4 fio.O 

164,353,066. 11 54,06l,i.A7,33 110,291.618.78 204.0 

181,671,698.17 64.050,281.33 117,621,416.84 183.6 

Sepr^:r
O3f0,thr9?2S^:;i

t^:J
t^

r^^w[°-h« ca.en.ar/f.scal    

-1, ^ to Net Pollar Amount Oper. |ne. 
>■ Net operating Income (Page 6. Line I) 

2- Taxes (Page 6. Line 4) 

3. tarnlngs distributed on savings (Page 6. Line 3) 

^ ^(pI^T rr*",4b,e f0r re"r«' •"- surplus 6' L,nt 2 •"« Lin. 6) and (Page 6? Une 7) 
5. Net income distributed (Total of 2 ^ mnti L k \ „ , or 3 and ii above) 

$5,994.211y 

38.800.00 ^ 

5.836.936,97 ^ 

lie.<<74.28 ^ 

100.0 

0.6 

97.4 

2.0 

100.0 

\ >v 
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F.n.nc.a, Vrwct Coronrj, 

Cowmen t I : 

cxamlnatIon af »►> — £< • . 
Junt '•1982 - 3'. zroKiv™<furin9 ,he 

j-Q^n " John T. Q'Hei j | 

Unit /8, PlneMood Court <l ««« 
600-602 65th Avenue iorth $(2ndH

00 . 
South Carol In. 

th. securIty. 
B" i°an ' Seas Id, tloht 

308 - 71$t Avenue North 
Unit "S" 1 $7,220.00 
"ytl. Beach, South Carolina Itr-H"" 

the securlty. 
Regulation .340(2) states: 

'n an fnount^tch w^n con!"deiedT ,hereof' ^ orant a loan 

T.cixir^ " —nt of 
Corvnen t 2 : 

An examination of tK* u 
fo' lowing; b^». records and accounting practices reveaied the 

'0^.02 In the a^unt of 

8" J^t^c^unN'So'^i^'o4;^^;^-! 565.996.-.9 ^r. thln ,,, Venture) In the general ledgir0*^.,^':^^ " Cr"n Str«' J='"« 

T^e'"nterest"rate"was'not''soec, n^ ,h"e no,"; 
and June 8, I983. 00 notes dated July 15, 1593 

C. General ledger No. 1040 OI4 • 
for quarters ending June. 1983 and Sep^be^^'' ,n,er"t Unp"d 

«• ^n-al ledger No. lOAO.OJ (Greeny Associates). 5107.000.00: 

through^Ine? "on'these"'^^ iHthe'fol i'owing'^was'notedr''1'*'' 

I. There are two notes No c . 
..cond not. No. 5 .t.te. 

X— - " - — on. 
The Interest rat. I. not lt.ted ^ note No |o " ^ 

Jul"n -.n. not.s for-Wwood Associates." 
2 J 9 Vj - * -iance of «3.000.00 exists between notes and genera, ledger. 

11. 

ill. 



I'rst H^ryUnd fln«nel«l <.rv|ce Cornnr.M^ 

Coflwent 2; (Con't) 

'■ Sn: r:-; - 

the $1,000.00 payment received but not*!-9" Hfj l0<'0-0^ ""epresents 
corporetIon when note was renewed on J i"™ ? oy the «ervlce 

'»• '• Z 

of $U7j00900r.NOHo"^;0\h
(^949* " FMSL) shows a balance 

c :.h;Lte 

c- ^r^i^rr: No- 

"'[I be re(Toved0by('aud[ tori^'adj^jl i" serv|te corporation's books--It 

memorandum ^Is^ ^ . 

"T1 ,e" ,h4n the of August 31 , 1983. Furthemore; ' ^ the 9ener*1 '^9er as 

^ny of the notes do not specify an Interest rate; 

££ and'notes'reel^vabl^"pe*"^'Cc'cK '' ' f^^'" 
Savings and Loan (Parent) cannot^e^cl Ud"' 

I. 

II. 
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x RESPONSE REVIEW FORM ( 

Response 
Sa°;" i,MH+ 

Revi ewer 

Unresolved Comme n^s• (include Inadequate responses, no responses, and 
other 1 terns' 

( 

Supervisory Review: 
Initials: 
Date: 

Disposition of Unresolved I terns 



HARRY MUGMEJ 
GOvt c nob 

JOHN J. CORBLEY 
SECRCTARY 

STATE OF MARYLAND 

department of licensing and regulation 

division of savings and loan associations 
231 east Baltimore street Baltimore. Maryland 21201 

seventh floor 
301 '6^9-6330 

- Jf 

June 7, 1984 

Mr. JulIan M. SeldeJ 
President 
First Maryland Savings 

& Loan, Inc. 
1109 Spring Street, Suite 800 
Silver Spring, Maryland 20910 

Dear Mr. Seldel: 

In response to your letter of June 1, 198^. you are hereby 
granted an additional ten days to respond to the recent 
examination report covering First Maryland Savings £ Loan 
I nc. 

Very truly yours, 

di^JU ./ / 
U D  .f Charles H. Brown, Jr. 

DIrector 

CHB:kg 

BALTIMORE METRO AREA «8S-«330 
OUTSIDE BALTIMORE METRO AREA 
TOLL-FREE 1-600-49 2.7 521 
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FIRST 

MARYLAND. 
SAVINGS & LOAN 
A S^OC* COMPORATiON 

1109 SPRING STREET. SUITE 800 
SILVER SPRING, MARYLAND 20910 

(301)588-6000 

June 1, 1984 

(301)585-7676 

rtEcaaa 

wr. 

MH4 m mS 
Mr. Charles H. Brown 
Director , 
Department of Licensing & Regulation 
Division of Savings & Loan Association 
231 East Baltimore Street 
7th Floor 
Baltimore, Maryland 21202 

Re; Responses to Examination 

Dear Mr. Brown: 

the examination Performed by Divisioh on First Maryland avings & Loan, Inc. loans, we are almost finished with our 

r!!^?SeE,t0 yOUr exaiDination. We are respectfully requesting an additional ten (10) days to finish up our responses fo^ you 

I would greatly appreciate a favorable response to this request. 

Die*** ^OU a?y que6tions or comments regarding this request please do not hesitate to contact me. 

Yours truly. 

Julian M. Seidel 
President 

21 'i') -L u ^ 
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FIRST 

f-f MARYLAND 
r SAVINGS a I Oam SAVINGS a LOAN 

A SlOC* COBPOBATtON 
1109 SPRING STREET. SUITE 800 

SILVER SPRING. MARYLAND 20910 

(301)588-6000 
(301)585-7676 

June 12, 1984 
01* JfuC-AKCG. 

WV OF SAV K mn 4SSNS. 

mnivm 

\\.S. 

4 

Mr. Charles H. Brown 
Director 
Department of Licensing & Regulation 
Division of Savings & Loan Associations 
231 East Baltimore Street, 7th Floor j  
Baltimore, Maryland 21202 

Re: Report of Examination 

Dear Mr. Brown: 

Pursuant to your letter of April 13, 1984. we are hereby responding 

as of examination of First Maryland Savings £ Loan, I nc? 
tnatffti h KSe bus mess on August 31, 1983 . The report of exam- 
fnr thU A35 bfe" PreseIlted to and discussed by the Board of Directors 
ment of i Board of Directors has met with the manage- 
TnpriffJi^ * Association to assess the current status of the items 
det^nnlnV" report and, where necessary, established procedures 
defilo P™ 3 reoccurrence of those items which identified eficiencies. With respect to the specific comments contained in 
the report of examination, please be advised as follows: 

gommentIA: Loan #858 to the Crest-in-the-Park General Partnership 
was refinanced using the best business judgment of management when 
it became apparent that further financing was necessary both in 

?nrnSH ! term 0f the ,0an and amount necessary for the project. 
t0 rem0re any dOUbt regard,ng the value of the property "in 

f??! w aPPraisal report was ordered on May 2, 1984 although the 
.■A" a65 c®ntaln an-appraisal which is attached hereto as Exhibit A . An endorsement to the title insurance policy was in fact 

Exhfb?td"R« MaThh !8' l983' 3 COpy 0f which is attached hereto as txhibit B . The investment of the additional $150,000.00 in the 

tMrJ.cCf Cei?eral Partner has been made in the form of expendi- tures for the project made directly by him. 

Conraent 
has now has Tn : i tc0f"i #859 t0 th® C''es t-i n-the-Pa rk General Partnership now has in its file an appraisal dated January 20, 1984, a codv of 

wh.ch is attached hereto as Exhibit "C« as well as a loan y 

application which is attached hereto to as Exhibit "D" and 
confirmation of hazard insurance as shown on attached Exhibit "E". 
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Mr. Charles H. Brown 
Page Two 
June 12, 19 84 

r^nt 2C: The Interest payments for the Tempchin loan are 
now current. 

r^ont 2D. Notes «l - 10 for Greenwood Associates have been paid Corrment m. woies ti •" •««   . . , ranacitv as 
In full. Mr. Seldel has been signing notes in his ^Pyh notes 

General Partner for the Partnership. Any variance between^ 
themselves and amounts due as shown on the 9e"e ?eCeive cop 
'result of the failure of th. ^p.r^nt o r.c^eo^ 
of the paid notes as they are paid In full. This 
corrected. 

2E: The deficiencies noted in the examination have been Comment 
corrected. 

Comnent 2F: We are still attempting to reconcile the difference 
noted in this comment. 

Corrment 2G: This item has been corrected. 

Corrment 2H: The i fy theeaccounUng9depa?iment 

future shall specify an interest rate or that the n?ec0nciIiation is 

^Crerfo^oili l^ST^TO^.tUTn- Pi rst 
Maryland Savings £ Loan, Inc. 

and'Jhft Yy0ou «' H 
have further questions or comments regarding these item . 

Yours truly. 

JuIi an M. Se ideI 
Pres i dent 

cc: MSSIC 
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Mr. Charles H. Brown Page Two June 12, 19 84 

proper' 11"""" ^ ^ ^ being amended to show 

/ ^°m"ent ,IC: #868 to Health t Happiness for 1129 Kfnvon i. 

N"embeCr'f[atts83and tL' P'-^r.^JoJecuS^""6 

about January 5 ISfl^ and^as'entered0?" ?Ver the pr0PertV <>" - 
Of the property,' a copy of which ts attar^rt^00"^301 c0r comP,et|on 

{flTof 

I. ISM. a copy of Shlch ?s attarted ^etS Ts^xhltu*«u« Fe^u"y 

Of the incompetencies of th£ fPPea^s to have been the result 
by previous Association employees Th?sD™h?r ^ P20r suPervision 
the hiring of a ConstructionTn^'n* f Problem has been cured with 
construction loan aHmir.* ♦ +• Department Head with many years of 

on construction , cans without a de^?! ed^' inspecUon're^ t=
dVanCed 

^ Cor^o ra 11 on tC First Ma'-yl=n<l Financial Services 
is ?n"ac? I rX^-fV 1209 3''th Street in Washington D C 
Which w^e'deposued i'naa F?rs?aM- prOC«ds °f 

Corporation NOW accoun? Irl h J Financial Services 
shown in Exhibit "I" attached h^eto The^0" "" aS n®eded basis as 

in the NWV account to provide the ServileVn Proceeds were placed 
access to rehabi I i tat Inn Service Corporation with irmiediate 
inquiry has been made of th^i •an ,nterest bearing basis. An 
of the title insurance policy aSS'Se'^?^, ^r^ " 

^^Ihe Assoclatfons ^ 

5 fow, pace and the r'shi, d 'iff^S!?9 lf 

six months, if not sooner thJ■ ! 0 11 w,thln the next 
which are attached hereto'as Exhibit '•J- rev^t'Jhat^e'^5 P:0'ect 

value ratio at thp time of . reveal that the loan to 
below the approved JaTlo of Isi?8" 9 WaS actual|y *<=" 

"'^^""-'ionlo^ ^rthe ^.rt^^f."' 

May"I 6* , M e St^ upda^S hHlTre's^ecis? take"S 
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Mr. Charles H. Brown 
Page Three 
June 12. 19 8 4 

\ 

/ 
/ 

closely regulated fnri ® General Highway Joint Venture is a 
thouah the tnta? a suPervised gradual disbursement loan. Al- 
pt t0^a, approved loan may exceed 75% of the appraised value 

ments under the^oan9*^^'k3"' ihe Assoclatlon was aware the disburse 
vears and ti ? 6 ,nade s,ovv,y over a period of five 

^han suppoJ? the 75%^^ ttl0n.ln Va,Ve of the P^Perty would more 
pursuant to thK llL 2 ^lUe r*Uo' To date disbursements pursuant to this loan have not exceeded $305,000.00. 

Conroent^lH: Please be advised with the respect to the following loans 

paragraph#?B9above? application has been obtained in accordance with 

obtai'naaDDliLtiIn!Sf,0an ?aS 3 refinance and the custom was not to 
been chanaed tn r2 •0r rcf

l
,?a'nces at that time. This custom has 

0.req^re app''cations for all loans. 
dl intn ~ Tu6 l0an application is in the file, 
the file whirh ~t ?°rrowers financial information sheet is in 
anDl[cl?inn TKUSt0mar,ly satisfied the requirement for an 

?or aN loans. ^ ' been Chan9ed t0 reciuire applications 

rlplacrwhat9aDipprIhiS 1°™ iS b-ln9 cornP|ete|y redocumented to place what appears to be an entire set of missing documents. 

Cmmient 1 I : Appraisal reports for loans #866 , 923 936 937 wero 

respectfu ?v and ^ttached hereto as Exhibits »K", ''L", and "M" respectfully. The appraisal report for loan §2871-8 has been 
ordered and pictures have been taken. 

CojrnentU: Title certifications for loans #2736-7 2889-0 are in 

The t !? are attached hereto as Exhibits "N" and "O" respectively 
above ' c.rt. f ,„« Ion for #2790-, has been ordered as set forth 

"\ 

i°736-> and jIS? ?e»rS Deed 0f Trust Notes for loans 
Exhibits »P" »n2"w ^ f,'le and are att«hed hereto as 
u and Q respectively. The documents for #2790-1 arp being reexecuted as set forth abive and an inquiry Is belnq lade in 

N^te foiC28u-? °f *he! ^ecorded Deed of Trust for loan #2811-7. The 
/Urii is in the file and is attached hereto as Exhibit 

C|£ment_n_: At the time of examination loan #939 was strictly a 

subsequenUy lil ^ 
insurance attached hereto as Exhibit "S" Loan unie. 7 ic ^ 

X0i.ThruMK,rorti
M;."i^ th« % 1 cy being with the holder of the first Deed of Trust. The insurance 

o 
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K'tr. Charles H. Brown 
Page Four 
June 12, 1984 

( . 
V 

policy for loan #2737-0 is in the file as shown in Exhibit "T" 
attached hereto. An insurance policy was originally not required 
tor loan #2874-8 since insurance premiums were not being escrowed. 
This policy has been changed and an insurance policy is being ob- 
tained for the file, as is the case for loan #2889-0. 

Comment__IM: Settlement statements for loans #939, 912, 947, and 

m\/m ..umre fi,es and are attached hereto as Exh i b i ts' "U", , and X respectively. The settlement sheet for loan #2790-1 
is being prepared for execution along with the other documents as 
set forth above. 

Conment IN: Loan #942 was assigned to First Maryland Savings & 

!]C; as Shown 0n the last Pa9e of note, a copy of which is attached hereto as Exhibit "Y". 

Comment—2A: Loans #637 , 692 and 2449-6 which were subject to 
comment in the prior report of examination have not been amortized 
since the prior report of examination since these loans were in 
detault and have subsequently been submitted to foreclosure 
proceedings. All interest reserves and other potential sources of 
payment were exhausted prior to the commencement of foreclosure 
proceedings. 

Comment 2B: With respect to loan #803 to Joseph Tashof, please be 
advisedas follows: 

I) Mr. Tashof filed a petition in bankruptcy in January of 1984 
thereby staying foreclosure by us on the real property securing the 
loan. Following the filing of the bankruptcy the unsecured 
creditors joined forces in an attempt to prevent the Association 
from selling the property and obtaining a full payment of all loans, 
cnarges. The creditors are seeking invalidation of thp 
Association's second deed of trust based upon legal technicalities 
and have convinced the bankruptcy judge "to further stay any 

fOreclosuretoy us until the courts of the District of Columbia can 
rule upon the question. In the interim, the bankruptcy judge is 
also permitting a private sale of the property to go forward by 
which the Association will be paid in full on it's first deed of 
trust at closing on July 5, 1984, with the balance of the proceeds 
which are sufficient to pay the Association in full, to be held 
pending the decision from the District of Columbia. The Association 
is also seeking some recovery on these loans from the title 
insurance company for technical errors being alleged by the 
unsecured creditors. 

2) Despite the various difficulties with this loan the real 
property serving as collateral for the loan continues to increase 
in value as demonstrated by the contract which has been obtained and 
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Mr. Charles H. Brown 
Page Five 
June 12, 1984 

increasing interest by third parties in this property as well as 
adjacent property. The Association remains fully and adequatelv 
secured despite the necessity of purchasing the first lien and 
expending additional sums for legal action. The Association has not 
been affected by any of the activities of Mr. Tashof nor by any 

pr.or development limitations of the area in which the real property 
is situated. ' 

2^inT!?e ntliCienCieS th£ expense accounts for loans #2484-9, 25^2-^. 2543-7, 2544-0. 2557-2 , 2560-2 were the result of 
expenses made directly in connection with foreclosures. 

Comment 2D: With respect to loans being past their maturity dates 
please be advised as follows: uciea, 

I) Loan #637 has been foreclosed. 

I ?! I"03" f800 is renewab|e monthly and has not expired. J 3j Loan #859 has been extended to July 30, 1984. 
4) Loan #862 is currently undergoing renegotiation by which the 
Association will obtain additional collateral and guarantees to 
permit completion of the project. 

.5) Loan #865 has been paid in full. 
6) Loan #869 has been pa id in full. 
7) Loan #887 has been paid in fulI 
8) Loan #692 has been paid in full. 
9) Loan #864 has a maturity date of September 24, 1984. 

0) Loan #866 has a maturity date of September 24, 1984. 
I I) Loan #803 is in foreclosure. 

lU f"oan #822 was converted to permanent December 12 1983 
13) Loan #846 is paid in full. 
14) Loan #855 has a maturity date of June 21, 1984. 

Comment 2E: Any problems regarding the over disbursement of loans 

SfL 2 "rrected by the hiring of the Construction Loan Department head and the retaining of the engineering consultant as discussed 

J TU respect to specific loans, #830 and #900 have been paid 
whJh k' I over-d,sbursement of loan #892 was an accounting error which has been corrected. 

Conrnent _ 2F: The Association has executed contracts for the 
comp etion of the project for which loan #831 was made and 
completion is scheduled for June 30, 1984. All work being conducted 

DeD^tmpn?JeCltlfhUn?er the d,rect supervision of the Construction Loan the time the additional advances set forth in the 
examination were made, the concern of the Association was rendering 

Assoc?anony-,7? 3 fashion best calculated to return to the Association all of the outstanding amounts due under the loans. An 

+r
aS n0t obtained 31 that time since the academic market 

Inan aro ♦+ Pu05euty ^S moot- Title endorsements for the $100,000.00 are attached hereto as Exhibits " Y-I" and "V-2". An endorsement 
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Mr. Charles H. Brown 
Page Six 
June 12, 1981 

moloooloo? POliCy haS been ordered for 'he increased amount of 

Comment 3: During fiscal year 1981 and in prior fiscal vear* th* 

triZ Tal
y

uVir,L-eina d0ne by hand and Borrower's we?e no, ned 

fiscal IMJ ^irAeSCr?W account at least annually. During 
To,-™ 1982 , the Association began using Data Systems 

b«aS« »fnnl0r the-<:'ata process ingjf its efcrow accoinTs. but 
provide the AssocTatTon^Uh5 Datf .Syftems Corporation could not 
oPf 1983 Associat ion ^nvert^d' Us'^"1^0 !? t"2"5' 

of nrodPr°CeSS'V9 packa9e with American Automated which is capable0 

loan We'a?.anJ0an file analyEis of ,he escrow accounts ?or each 

Will be strictly adhered to from this point forward. l09-'tb) 

Bf?S^UyIe\fThfAlsocUHornh WaS- ""f1 ' re«nt|y. handled 
demand , .Sn.^c'c^nJ^^'iML,1' to?rlS&'uV. 11^ ^ 

one^emp I oyee I^t^Tslo^atto^who ^ ^ 
loans account has been scheduled for reconcMiaHon iQm 

Cornnent HC: These GNMA repo 1 s were the result of 3 re 1 - + • u- 

stm^ar^ransactoons'15 ' h been terminated ' ^Al 1 
rates as opposed to invoicc inures? rat'es'^ predetermined interest 

pS^iheTre%ul\ff:rce^^n^e??e'ettr aCCOlJnt »" 

norsuchd?hataTheftranIaat? ^ pr0CeSS' ^^the 'paperworkenow^as'"1 «i cn tna t the transaction was posted properly Th i c 
has now been corrector! anH ch/Miiw « ♦ . inis situation corrected and should not reoccur in the future 

creTtPH hf: Cen®rf' ledger account numbers 2690.00 and 2690 10 were 

Ass^ation™ aUdit0!: Wh'Ch iS no Ion9er retained by the 

explain^^se accounL^nnr hrrnati0nKWithin the Association which 
i nforma t i on from our pr i or aud^or"6 able ,0 0btain ,hat 
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Mr. Charles H. Brown 
Page Seven 
June 12, I 984 

Cormient 6A: The Board of Directors adopted a dividend resolution as 
required by Section 9-M04(b) of the Financial Institutions Article, 
a copy of which is attached hereto as "Exhibit Z". 

Connment 6B: Although the firm of Dacy, Richin, Myers 6 Suissa, 
Attorneys at Law, is receiving $1,500.00 per month as a retainer, 
$1,000.00 of the retainer is paid by First Maryland Savings S Loan, 
Inc. and $500.00 per month is paid by its subsidiary First Maryland 
Financial Services Corporation. This should clear up the confusion 
regarding authorized fees from each entity. 

Comment 6C: The notation regarding Mr. Corletta's voting in person 
was a clerical error and has been corrected. 

Comment 7: Notice of the special meeting of stockholders held July 
8~] 1983 was given to the stockholders and was published in the 
Washington Post and the Montgomery Sentinel as shown on the copies 
of such notices attached hereto as "Exhibit Z-l". 

Comment 8: The Associations fidelity bond has been increased to 
$1 ,285,000.00 as shown on the copy of the endorsement to the blanket 
bond policy attached hereto as "Exhibit Z-2". 

Conment 9A: No response required. 

Cornnerit 9B: The auditors adjustments were made by the Association's 
previous auditor who is no longer retained by the Association. We 
have been unable to obtain a full explanation from the prior auditor 
of the adjusting entries and we are consulting with our current 
auditor to determine whether or not an additional adjustment is 
necessa ry. 

Comment 9C: Our review of the Association's net worth between the 
period of September 30, 1982 and August 31, 1983 does not indicate 
the variance described in this comment. 

Comment 10: The remittance for abandoned property was made as shown 
Tn "Exhibi t Z-3" attached hereto. 

Comment ITA; (I) The Vesuvius property is a former restaurant 
property Tn the middle of a residential area. The Service 
Corporation for the Association has met with no fewer than twelve 
(12) prospective purchasers or joint venturers for this property in 
an attempt to remove it from our books or place it on an income 



Mr. Charles H. Brown 
Page Eight 
June I 2, 1981 

producing basis. None of the entities with which the Association 
has dealt has offered to put any cash into the property. The 
Association has continued to secure the property and has applied for 
a building permit in order to attempt to obtain commercial zoning 
which is a necessity for obtaining a decent sales price. The 
improvements are basically a concrete block shell which is in need 
of significant roof replacement and does not present a very good 
image. Obtaining an appraisal on this property prior to obtaining a 
rezoning would be a waste of effort and funds. 

(2) The Surles property was appraised in April of 1982 and has been 
reappraised in March of 1984. The Association has yet to receive 
the written appraisal. Upon the receipt of the written appraisal 
the Association shall establish whether or not additional reserves 
need to be established. 

Corrrrient MB: (I) The appraisal on 4 14 Larchmont Avenue was 
ordered in Ap r iI 18, 1984 . We have yet to receive the written 
appraisal. All renovations on this property are now completed. 

(2) The appraisal for 1208 Evarts Street was not ordered until the 
rent increase application was approved for the property which had a 
direct impact upon the appraised value. The appraisal has been 
completed but has not been delivered to the Association. 

(3) The appraisal on 1307 Foote Street has been ordered but has not 
been delivered to the Association. 

Comment NC: The sale of the property at 400 Broadwood Drive, 
Rockville, Maryland was sold with the understanding that any 
difference between the amount invested in the property and the sales 
price would be made up on an insurance claim filed with the private 
mortgage insurance carrier. Investigation reveals that no reimburse 
ment was actually realized from the private mortgage insurance claim 
as a result of the denial of the claim by the carrier. The sales 
price of the property was negotiated at arms length with an employee 
of the Association following several proposals and counter proposals 
At the time of such negotiations the property had been vacant for 
eight months and the purchase and sale needed special tailoring in 
order to remove this non-income producing property from the 
Association's books. The sale to the employee removed the necessity 
of paying a real estate sales commission to a realtor and also 
provided the Association with an owner and Borrower who would 
upgrade the property which ultimately would serve as collateral for 
the loan to the employee. 
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Vir. Charles H. 
Page Nine 
June 12, 1984 

Brown 

CorTraent I ID: The Association has recovered 30% of its exposure on 
this property as a result of a claim filed against the private 

AssoUation^h^M'h ^ !0SSeS Which mi9ht be exPerienced by the as socI a11on shouId be minimal. 

Jhe fa,5 f0r the ProPerty at '5017 Good Meadow Court CaTtHersB^g Maryland was ratified in November of 1983. The 
soc i at i on did, in fact, advance fjunds to bring the first mortaaae 

wasmade onw'af^r'ro for«closur« of this Property, but such advance 
h^f^T .. iy after consent was obtained from the first trust 
ani fh" Vnf°rtunate,y this consent was obtained over the telephone and the f.rst trust holder retracted its consent at a later dSte? 
A current appraisal has been ordered for the property. 

sold?"1 '2B: (l) ^ proPerty at 16207 'rving Street, N.W. has been 

(2) The appraisal for the property at 200 I Ith Street N.E was 

nht^rew Un i repair work had been completed. The appraisal btamed in April I98M demonstrated a value of $75 ,000 . 00 . There 
is, however, an offer pending to purchase the property from the 

wa^orlntP^h^0 app^isal wa^ not necessary at the time loan #792B was granted because the second trust loan was made more on the basis 

eItateSsPr. coll^eral delivered by the Borrower than on the real 
uodatL St !rUSt loan* For the sarne reason no 
rnefl I ll insurance pol.cy was ordered. It was also the 

. . .rn a that time not to obtain extension agreements but to merelv 
obtain approval of the extension by letter. Our house counsel 

sUuati™sPrePar,n9 3 f0rm extension agreement to be used in such 

C^entJJB: No additional appraisal was obtained for #845 when the 
loan amount was increased by $52,500.00 in that the property had 

increase "wi'th Prev,ou2.,y at f770,000.00 which permitted such an 
♦ • t. OUt exceeding a loan to value ratio of 75%. The 

iriVct'ZniX an reserve account is not an indication ot lack of faith in the loan so much a protective measure designed 

Reaardinna?h- ? BorroJer ^ P'an for debt service and contingencies. Regarding this loan, the Borrower had a contract for sale of the 

Association ^Hdtat t?e tirnC 0f the increase in tht loan giving the 
doI ici U at? hM0E reason for advancing more funds. The title policy is attached hereto as Exhibit Z-3". 
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Mr. Charles H. 
Page Ten 
June 12, 1984 

Brown 

Comment With respect to corrective action on exceptions set 
forth in the prior report of examination, please be advised as 
foilows: 

(a) #793 - This loan was originally a residential loan which 
is now been converted to a loan for the construction a medical 
office building. Construction has been delayed in the attempt to 
pre-seI I or pre-lease the space in the building. Contract 
negotiations are under way by which the majority of the building 
would be pre-sold or pre-leased which would result in a total sales 
price of approximately $900,000.00. The contracts which are pending 
indicate an appraised value of at least $800,000.00. The actual 
cost of construction and the cost of the land should not exceed 
$568,000.00. Disbursements to date have been made for interest 
payments and to pay for some "soft" costs such as legal fees for 
obtaining proper zoning, architects fees, engineers fees, and direct 

c°?ts- The development of the project is currently being 
handled by First Maryland Financial Services Corporation the 
Association's subsidiary. 

(b) Loan #800 - This loan has been paid in full. The somewhat 
informal loan extensions were granted by the Association with the 
knowledge that the project would in fact be concluded at no risk to 
the Association. The loan was actually renewable monthly by its 
terms and had been substantially curtailed pending an FHA refinance. 
Although the parties involved had specific recollection of the 
execution of documents listed by you as missing for the file, we 
were unsuccessful in locati ng these documents. 

We trust you will find the foregoing responses to be satisfactory 
and that you will not hesitate to contact us in the event that you 
have further questions or comments regarding these items. 

Yours truly. 

Julian M. Se ideI 
Pres i dent 

cc: MSSIC 
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FIRST 

MARYLAND  
SAVINGS a LOAN 
A SlOC«* ion 

(301)588-6000 (301)585-7676 

March 23, 1983 

O&T.OFUC.&kZC 
WV. Of K DG <i«v t to&tiSf 

Mr, Charles H. Brown, Jr., Director MID OA 
Division of Building, Savings & Loan 863 
Associations 
One South Calvert Street 
Baltimore, Maryland 21202 

5 ...... . j 
Dear Mr. Brown: 

Enclosed is our response with reference to the Division examination of the 
books and records of the Association and its' subsidiaries. The problems 
noted in the report are directly attributable to rapid growth and understaffing 

Shortly after recognizing the seriousness of the problems we were encountering, 
we increased our loan closing and accounting staff. The examiners. Acknowledged 
during their investigation, that the problems were faced directly and the resul 
of these changes were being acknowledged. 

Other advances have been the present process of consolidating offices, the 
establishment of an internal Audit committee and constant reviews to see if 
additional Board committees are needed. 

With our response, we have also included documents either requested in the 
examiner's report or mentioned in said report. 

Please call me if you have any questions about these contents. 

Siu oerely, 

V- 
Julian N. Seidel 
Chairman 

J.MS: gm 
encs. 

214-1 
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RESPONSE - FIRST MARYLAND SAVINGS & LOAN 

> /V 

C"" // 
y/<?/ ^ \ 

COMMENT NO. 1: f Nclfs] 
\ S-Zr// , ^ ^ 

A. Loan No. 793 . 4434 McArthur Blvd. ( z9""-^>0,000 

This loan was not made to stop foreclosure This loan 

made to Michael Frosh because the Association was involved 

.with him in another project (three townhouses) across the 

street from this site which proved to be ver.y profitable for 

the se^yice^corporation. The area is located just northwest of 

/ ' 1 A 
f\c,v* ?. ,c Georgetown, near the Rockefeller estate, a prime location in 

' >'V v ' v* 
r < ^ 

Washington, D.C. The commitment required Frosh to obtain an 
j* '  —  

investor for $35,000 before we would fund the loan. An 

:<A> 
JKJ'* ^Investment of^$35 , 0 00 . in the form of cash equity, was secured 

J4    
" v and the loan was closed. Although the original commitment was 

n^t-4Mrt5«"^©"prevent foreclosure, -after the ^$35,000 investment 

Jseftrre ■"'closing, JSm ■ulvgTfT'y^tfnjgegifrgg^ere' -started. 

It was decided not to build the residential 

condominium after the closing of the loan because of the 

changing market conditions for condominiums in the District of 

Columbi a. 

Instead, ^investigation revealed that a medical clinic 

cojld be built under the zoning; however, a Board of Zoning 

Adjustment approval was required. An architect, GMR 

Associates, was hired for the zoning change. Since First 

Maryland Service Corporation was a partner in the venture, it 

: n.'-a the srchite't that it vojld :•< r esoon.^ ic f ' the 
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bills. The loan had been recorded and ahy funds advanced by ^ 

the service corporation will come out of the refinancing or * 

\ 
sale. 

The architect processed the zoning which took time, as 

it does in Washington, D.C. We now have'received approval of 

the medical clinic zoning, we have a ^preliminary plan on-the 

building and we now are going into architectural drawings. A 

fj.nal appraisal of the cost to build is being-prepared. At 

this point in time it is anticipated that the total development 

cost of the project, including land, interest and construction 
•v" 
$ will be roughly $120 to $130 a foot. The sellout of the 

project should be between $160 and $175 a foot. We are in the 

midst of starting to market the property, and construction is 

expected to start in July, 1983. 

Ou? r»ou'i) B. Loan No. 830. Liberty Towers. The appraisal in 

the file was subject to ^compl e t e_-r^ffH^dgTTng"r Every unit Was^/V' 

inspected by Don Hupp of this office before we closed the loan 

and, according to his report, every unit was completed— 

/( 
Therefore, no development funds or remodeling funds were set y 

aside. The current insurance policy^and the original deed of 

trust are in the file and, by separate cover, we are providing 

copi es . 

C. Lean o. 832. Asher Devt lopri-jnt ill, Inc. 

This is a "wrap" loan, a permitted investment, that 

wa? provided to v/arehouse individual loans in a condominium 

co:. .-c r : . „ r.: • i c!. aJ i in * * .r ■'c ;*.> -• n i o k.c ■ -- ■ *• j - > 
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the original notes securing this loan are in our possession so 

we are secured by the individual notes, the deeds of trust and 

the property and also by the personal guaranty of the 

developer. The loan is less than 75% of the value of the notes 

j (secured by deeds of trust) which we have as security. 

The Joan was for $1,750,000 but $350,000 was held back 

at closing of which $100,000 was subsequently disbursed and 

$250,000 is to be disbursed in August, 1983. The recorded deed 

of trust is in our possession and Colorado counsel has advised 

us that the title policy is forthcoming. Copies of both will 

be sent by separate cover. 
• 4 

D. Loan Nos. 847 through 854. Knickerbocker 

Associates. 

This project was a condominiuin conversion of 19 units, 

of which 6 units vere sold to the tenants. This loan was a 

work out loan which was necessitated by deterioration of the 

D.C. condominium market. We worked out this loan and a 

subsequent sale to investors to preserve our previous loans and 

investment. The overfunding on this loan, if any, was caused 

by the necessity to finish the project so it could be sold to 

these investors. 

The re-aining 13 units were scld to 4 different 

partnerships so it would not f-ill witv.:n the Rent Ccntrol Act 

of the District of Columbia. The loan rate was set so that the 

tax shelter aspects of the property woald be saleaole to the 

i riVsi-lo; ~ . ~ v ; j »«;c.• -s . ij ' ! j v.".-: u". 
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f: Association is receiving a 40% interest in anv appreciation of .... 
--—. .    . 

the project^ This loan is current and is remaining current 

because of the syndication requi-t^es -the investors to contribute v<7/i 

    " /„ ■ 
such monies as necessary in order to keep the loan current. ^ ,y 

> £ 

The investors are so contractually obligated for at least five 

years. We see no problem with this loan. 

The title policy is in pur files as are current 

financial statements. 

E. Loan No. 800, Almor Jt. Venture.   ^ 0^ —————————————— /'. 

This loan was brokered to First American Bank by the 

Service Corporation and First Maryland gave them a permanent 

loan commitment. The developers became depositors with First 

Maryland Savings & Loan with deposits in excess of $200,000 and 

they are still depositors in excess of that amount. When the 

loan was purchased from First American, in October, 1981, the 

October, 1980 appraisal was used because we were acting under 

the existing appraisal at that time. 

The loan is current - any appearance of a delinquency ^ 

problem was caused by the owners's desire 'to give us checks 

instead of having their interest reserves charged, based on 

advice by their tax counsel. These townhouses are now being 

processed through the FHA and our loan will be paid off from 

the refinancing. 

F. Loan lio. 804. Willowdale Associates. 

This loan was submitted to Division for approval and, 

a" o: t'c ri. t for ; r. Vs.j , r - - o it:'./ 
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package was submitted. With respect to the items noted in the 

Examiners' report, we have the following comments. Item 16 

concerns taxes subsequent to 6/30/81. These taxes are not yet .^.o 
, --t'- 

due. ? rnnrprns a judgment whiciL■b.ag.-b.een s^tisifed and--v ■ 

the lieo-lias-bean released. Item 12, concerns mortgages held- ' y 

by Key Federal Savings and Loan. However, these mortgages are 

on single family dwellings, as to which we took a subordinate 
, t 

position as additional security for the loan. Principal 

security for the land loan is on 14 acres of apartment land and 

110 townhouse lots which are not affected by the key Federal 
i 

mortgages. 

The appraisal is in the file, and a copy is -being 

forarded under separate cover. This loan is current and has 

been curtailed. 

g. Loan No. 807 . Greenberg & Companies, Greencourt 

N.W. 

This was supposed to be a development loan, but the 

original borrower has now sold the loan and the Association . 

permitted assumption of the loan. The purchasers are in the ^ 

process of rehabbing the property. The Association has '- /■/' 

received a letter" of credit guaranteeing che top of the loan in •• 

addition to the personal signatures of the buying group whose . 

net worth is £3S,000/000. 

H. Loan No. 2714. Chamber Place Associates, Limited 

Partnership, Chamber of Commerce Building. 

2 i 1 (J 
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The $1,800,000 loan was based on a $2,000,000 project 

which included about $85,000 in development costs and fees. 

The developer invested $200,000, individually, and subsequently 

an additional $125,000. The $200,000 should have been 

restricted to a special account to pay for the necessary wprk 

but the developer's reputation and track record is excellent. 

The $200,000 investment by the Service Corporation is secured 

by the property. If the Service Corporation's investment had 

not been secured, then the $1,600,000 would have been a 

conforming loan and the $200,000 would just be an investment. 

By securing the investment by the property caused us to violate 

the regulations inadvertently. 

I. Loan No. 820. The construction and 

rehabilitation portions of this loan were not recorded at the 

same time but they have now been recorded and this problem has 

been corrected. 

COMMENT NO. 2: 

All documents requested are being copied and will be 

forwarded under separate cover. ^ 

All documents have been received, are being copied and 

will oe forwarded uiJ'jr separate cover. 

^ ^ f/ V T •' * ^ »y ' / . 

.'•iany of the problems noted were dje to understaf f ing. 

V.'e have hired additional and experienced professional personnel 

• ; j 11 ; • i jc•_ ji . ati: «] £ v t ■ v ■ t a j 1 ' : ( 
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loans are prepared properly with all necessary documentation. 

An internal audit has reviewed the files and is satisfied that 

proper underwriting is being followed. 

COMMENT NO. 5: Loan Commitments. 

Loan commitments have been kept to a minimum - based 

on our liquidity position and cash flow analysis at that time, 

which we have presented to MSSIC. The July 19, 1982 agreement 

was based on MSSIC's analysis of our cash flow and we did 

minimize our commitments based on the cash flow. 

7 

5 fi: 

file to the effect that we would not ^und more than $1,900,000 

in our participation with the Bank of Winter Park, which is 

acknowledged by the Bank of Winter Park. Based on the loan 

commitment, we were to participate in letters of credit which 
i A 

is not now necessary because both letter^_Qf_xxadit. have been e-^'i/?< 

cancelled. ...... ■ 

COMMENT NO. 6: 

'7 
No. 

Date of Maximum . 
Loan Net Worth Outstanding 

827 Lee Landing 1,643,500 
832 Asher Development 1,750,000 
S34 Hitchel & Best 1,600 ,000 

2714 Chamber of Commerce 1,600,000 
Chesapeake Station 1,700,000 

863 Key Fed. S. & L 1,600,090 

4/29/82 1,152,000 
5/03/82 1,604,000 
4/30/82 1,152,000 
5/15/82 1,666,000 

6/16/82 1,666,000 

900,000 
1,500,000 

NO. 7 

COMMENT NO. 8: 

(Discuss later) 

The Service Department has been reorganized and one 

.»■ ir *• * 'M. ^ ^ ^ ^ r*rr ■ r-*) • w ^ r ■ 4 c- 
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results of that have been very satisfactory, and we anticipate 

a substantial reduction in our delinquencies. In the case of 

loans to the service company, we are bringing then current. 

Loan 2418-2 has been paid in full. 

^ ^ Loan 692, Heritage Development. 
\ \ 

The second trust holder bought out the interest of the 

first trust holder and the project is being completed. 

COMMENT NO. 9: Tradewinds Joint Venture. 

This is correct. At the time, the Association had a 

very large cash balance in excess of its projected needs and we 

therefore put the money to work in this loan; nonetheless, we 

recognize that Division approval should have been obtained. 

COMMENT NO. 10: 

Real Estate owned: 

An appraisal of the Vesuvious property was done and a 

$75,000 reserve has been established. 

COMMENT NO. 11: 

Between May and August, 1932, the Association 

purchased $100,000 certificates from Washington Federal and Mt. 

Vernon Federal plus $200,000 from Standard Federal. All 

certificates have "been repaid and no others exist today. 

con:::::;? kj. 1j: 

kr. a rec.:2 • c: vt r io t: c:,.: r c-::: ner £ , this 

procedjre is now bein^ followed. 

CON'T NO. 13; 

2152 
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V 
D 

cJM- 
the payment of dividends as set forth in the savings f-V/" 

• f » 
' / 

instruments until otherwise determined by the Board. This ' 7 

resolution was passed some time ago. _  .... 

COMMENT NO. 14: 

sr/i 
The certificate of insurance is bein sent by separate rvsc' 

cover. 

COMMENT NO. 15: (S.V v£7'L) 

We were unable to confirm the number submitted in the 

division report. 

COMMENT NO. 16: 

* 
The abandoned property report has in fact been filed . 

9 
since a printout of dormant accounts is prepared • q y 

automatically. The last report filed with the State is dated ^ 

October 5, 1982 and a copy is being sent by separate cover^, ' 

COMMENT NO. 17: 

All the general ledger accounts have been analyzed and 

are in balance with the subsidiary accounts. 

COMMENT NO. 18: 

. Y The revised questionnaire is being sent by separate 

cover. 

COMMENT NO. 19: 

Counsel has advised that the necessary doc-dentation 

has been forwarded to Division for its approval. 

First Maryland Financial Service Corpor at i or.. 

O 1 rr •> 
x O >.5 
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y) 
1209 34th Street was property purchased by the 

(. Service Corporation for rehabilitation and for rental or sale. 

The property was rehabilitated and is now rented. Mr. Calcara 

is in the rehabilitation business. We felt his contract was 

reasonable but from now on we are bidding out these contracts. 

xhe deed of trust has been recorded _and .insurance obtained. 

^ A-'c f / 
Copies are being forwarded under separate cover.    

B. Battery Lane. 

The rate of 14% was given in contemplation of rates V 

declining because the interest rate would not have become 

effective until settlement, which was scheduled for late 1982 

or early 1983. In addition, the Service Corporation had the 

right to receive an additional $5,000 per unit payment on this 

particular loan. 

xhe status of the contract at_the jpresent time is that 

the developer has not ^one to settlement because he was 

.involved in another large project which has not had any sales. 

The Service Corporation gave him notice that he is in default 

of the contract and has to forfeit his $25,000 deposit. In the 

meantime, the Service Corporation has received an offer from 

another builder ta buy the property for $675,000. This offer 

.is now being reviewed. The property has a preliminary plan now 

for 32 con jorr.ini jr units. 

C. 232G Wisconsin Avenue. 

Approval from Division for First Investment 

v' • . * ^ . wi t . v *!. • • * *. • .*• y • •*.'7 ij C-'r t, o i3. * * r • • n t • i • f" -' 
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projections have been done on this property and architectural 

plans have also been completed. A contract is being negotiated 

to sell a completed project to investors who will be putting up 

OM 
$750/000 in a non-refundable deposit. 5 ^ > 

D. Henrietta. 

 We are obtaining a new appraisal. We are also having 

a preliminary architectural plan done._ We have approval from 

the city for 39 apartment units or condominium units that we 

obtained through the Board of Zoning Adjustment. This building 

is to be developed and sold as investment property in a 

syndicat ion. 

E- 934 N Street was purchased as an investment by 

the Service Corporation. It was fully occupied. We have since 

obtained a 100% increase in the rents. We are now putting our 

investor package together and will be selling this property. 

F• Green Street Jt. Venture. 

?? Many studies have been done on this property, whicli^-'*"'• 

was under condemnation by the University of Maryland. For the 
c f. . 

last six to eight months, a group fr-dm the University of , 

Maryland Hospital has been evaluating it to determine whether 
f- / % 

to convert it to a.medical outpatient clinic. At the sane• 

tine, the Service Corporation is investigating leasing the 

property to otlierr or attenpting tc reiicir it. 

G. Loan 8 4 0. Greenwood Associates. 

' This property is now completely repaired and all 



occupied. We have a rental management company, William J. 

Davis, managing the property. We receive monthly statements 

and this property is being prepared for sale. 

H • 1221 33rd Street. 

'O This is another property that was bought to rehab for 
^ > 

.•sale or rental. The property has just been completed and is on 
\\ 
> the market for sale. 

COMMENT NO. 2: 

$4,711.95 was intended as temporary with the Service 

Corporation being reimbursed immediately. It was overlooked 

but reimbursement did take place prior to fiscal year end with 

^ interest. 

COMMENT NO. 3: 

We have set up a commercial loan department with a 

commercial banker heading it up. He has established all of the 

forms and guidelines and procedures. We have a very 

experienced secretary who handles the billing and all the 

applications and documentation and all our unsecured loans are 

being processed through"'that department. The department is 

located at our Rockville branch. 

COMMENT NO. 3: 

Based on bur inexperience in closing these type.= of 

j.oans, examination of these 15 unsecured loans revealed 

problems .;;Jich we do not anticipate being repeated. We have 

hirec competent personnel experienced in making consjmer and 

or.:- r c i c 2 loans, Lut:. secured o.vj .i r c r u - e d, tc cstan'i.- 

" 12 - 2i5y 
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underwriting guidelines and procedures. These guidelines and 

procedures are now being followed. 

^ . 
.rHas to be further explained by Michael Hollins. 

Chesapeake Mortgage Corporation 

The operation of Chesapeake Mortgage Company was 

discontinued prior to the examination. 

The questions regarding its operations which have been 

raised by the examination have been referred to the 

Association's auditor for investigation and review by the 

Association's Internal Audit Committee and its Board of 

Directors. 

COMMENT NO. A: 

On Comment 4 a meeting was held between our outside 

awditors, Ackman 6. Company, and our Comptroller and bookkeeping 

department to bring the Service Corporation's records up to 

date and to make sure everything was i'n its right account. 

This has been done. All accounts have been analyzed, 

reconciled and further, a full time bookkeeper has been 

employed and reports directly to the Comptroller. 

2157 
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MaRRY hughes 
GCVfTf. NO* 

FREDERICK L. DEWBERRY 
SECRETAPy 

STATE OF MARYLAND 

department of licensing and regulation 

division of savings and loan associations 
'HE I . poj 

34 MARKET PL ACC 
r<A u' '"i-i. Mi f. • '.r, 21202-4:78 

301 659-6 330 

CHARLES H. BROWN, Jl 
director 

WILLIAM S. LECOMPTE. JF 
deputy director' 

April 16, 1985 

Board of Directors 
First Maryland Savings & Loan, Inc. 
(A Stock Corporation) 
2500 Davidsonvi11e Road 
Crofton, Maryland 211 1A 

Gent 1emen: 

We are forwarding for your review and comment a copy of the report of 
examination of your association by examiners representing the Maryland 
D1 vi s 1 on of Savmgs and Loan Associations. This report represents an 
examination of the association's books and records as of August 31 198^ 
for comp 1ance with Maryland statutes and regulations and does not'con- 
stitute an audit of these records. 

We request that you carefully review the entire report and specifically 
direct your attention to the following items of supervisory concern: 

A. Comment 2 reflects a drastic Increase in delinquent loans since the 
preceding examination. Delinquent loans scheduled on page 9 of the 
examination report are in excess of $2,500,000.00. In addition 
delinquent and unpaid Interest on these loans is In excess of ' 
$1,200,000.00. 

Also noted by the examiners is the existence of thirty (30) delinquent 
consumer and commercial accounts, with outstanding unpaid balance 
in excess of $1,500,000.00. 

Please advise this office of the current status of each of these 
delinquent accounts in your response to this letter. 

B. Corrment 6 cites numerous deficiencies in loan underwriting procedures 
and internal control with respect to consumer and corrmerclal loans, 
including violations of Regulations .^9 and .51, as well as Sections 

IT TK. 
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Board of Directors 
First Maryland Savings £ Loan, Inc. 
Page Two 
April 16, 1985 

( 

9-307 and 9-323 of the Financial Institutions Article. 

C. Conrnent 11 cites violations of Regulation .18H, with respect to 
brokered savings deposits. 

' COnS,iderS '' ess<!ntial documentation requirements of the cited regulation be strictly adhered to, because of the sensitive 
nature of brokered savings. sens 1 rive 

I«url!0l,iuai-0-r-VieWKthe 0ther excePtIons discussed with management and assure this Division that corrective action has been taken. 

Urf ^- 'k a"®?tior\ ls d^ected to Examiner's Informational Comments A and B which out me the two most recent examination dates and also highlight 
the association s operating results for the period ended September 30, 1983. 

Dire"°rs i5 requested to hold a meeting to discuss the comments 
n this letter and report of examination and to advise this division in 

writing of the specific action taken with respect to these matters. 

We would also request that two copies of this response be forwarded to the 
division w.thm forty-five days and that one copy of the response be for- 
warded to the Maryland Savings-Share Insurance Corporation. 

Very truly yours. ' ~ -> f V 

larloc U I.. ^ Charles H. Brown, Jr. 
Director 

CHB:JJB:lib 

Enclosures 

cc: Maryland Savings-Share Insurance Corporation 



EXAMINERS' COMMENTS 

first Maryland S>vlnq» and Loan 

Comment I: 

by Regulation ,;jd, pollclei as required 

'■ irCutS-.;;;! io3s "j ■»*     

report. "" .ppr.lnl 

£- T:iw'"»'■= 
Regulation .23C, cation of title as required by 

9-«Mb). o.O «.9o"uo~ .!5«»HO, l",tl,°,l°"' Sect Ion 

Coirtnen t 2: 

Of f if ty-stx'deMnquent -ccoinlf^e^^nld'b r ^ the exlsten" 
Regulation .OIG. The outstanding bala^rl? ,h definition set forth In 
as of the date of the current examlnaMo accounts totaled $12.522.^5} .63 
''■St of the total mortgage loan balances oum.^lng ' * de,'ratl0 

of delinquent'accounts tlc^'s^"^ It'ol^Tu^' IV* 0utstand,"9 balance 
delinquent and unpaid Inte H on ' k?' 8 t0 512-552.63. The P interest on the loam .ubject to cogent totaled SI ,205.010.1.9. 

reflected that loan Nos. 516-3^*733^6 C78^t 786*0"'soi0"?^8!9 0f thlS report 

2577-0, 2593-2, 2595-8. 2597-* 2628-7 o ?03, 25JO",• 2558-9- 
amortlied during the twelve month d.hAh 1 7?3',, •nd 272't-'t had not been 
current examination P ,0d Preceding the date of the 

the existence of thirty dennaient "n,um*^ •"dcotrmerc la I loan records reflected 
accounts totaled $l,5l5l<t<t7 $3 representlna ■ .a ®utstandln9 balance of these 
total consumer/conmerc la I Lan'be U^ro^Und^?^' ^at,0 0f 7 ^ 0f the 
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flr.t Maryl^   

Comment J: * 

I *V 
Loan Nos. 2952-7 ■»oii c 

Provides that titLT ** V,,Ue of ^ ••cur ^ r.'T* "' ratl0 ,n 

Improved resld-nfl!? 9ate a'n0unt of '"y loan Hd. e9u,atlon •30C(2)(b) 
— of th

e:,^;r;y
prop#rty'-ho->--ry.h-or? o\ ^ w' tne market 

Comment ^; 

^91S v'1 lhrt
Perl0d 0f SePt^r I 1983 thro . 

Home Etl"'ty Loan Loan Amount: As stated 

daymen t ' ""eres^'o^, j'"1 " " Honth.y) 
Term: Due Pull In 10 year» 

'-"v —— ..n. th« 11 v. 

Conment 5; 

■" -* '.CO'-. .Upp„r.,„s ,r„     ri>e>iM 

Comment 6: # 

examination of th#» fM r 
association revealed the following COnSlTOr/co^rc la I loans granted by the 

" si51!S?^=;£"!S^= required of a banMnf .na,ntl!u^"OC,8t,0n -e" ^ -d'u.oT 

banking I Iml tat lon^f' ist'of 006 l0an excess of 

of $2,000,000.00. " 396"8 t0 R,eh*'-d «eyer was In the amount 

-15a- 
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?l>7'<8.333.1^ 

nrtt Htrvlanrf 1n|1    

^ Comment 6: (Cont.) 

August 31, igSli; »" .0/9,003.80 net worth as of 

(a) Sterling Webster .nd Rocco L.sslter: 

Webs'ter '' " Jl. 100.000.00 
Webster 2^'"6-67 

Webster .o,2'^0'00 

L— io6:6566:6
0
6

Q 

TOTAL: 
(b) C. Graham Perkins. John Sletten, G and L Leasing: 

C and L Leasing (26 Loans) $ 929.735.12 
lper letter of 
September 28. 
I98M 

G and L Lea*ln9 (No. 376-6) 587.987.1,3 
Perkins (No. 228-2) 200.000.00 

Perkins (No. 3^9-6) 130.000.00 

John Sletten (No. *.21-7) 2.000.00 

Greystone Associates 
(No. ^56-5) 18.ooo.oo 

TOTAL: 

(O Carl Flbklns and related companies: 

n^^nvestments0''''*'8 $ 350.000.00 

Cam,> ,nc- 53.550.00 
Fa,rhaven 783,000.00 
Cambridge Mortgage Corp. 98.000.00 

Cambridge Mortgage Corp. 
(Warehousing Line) 3.000.000.00 

T0TAL'' ^,28^.550.00 
(3) The association Issued letters of credit wM,k 

to advance funds If reouestaH c k ^'ch are commitments 
in violation of the IsHf n^ JrtS traent,' lf ^ed, are '5* or net worth requirement mentioned above: 

Jo. Resolution $2,208,162.00 
l«. Splnella, etfal.) 

No. 82 Sasts'de Assoc'ates '<52.500.00 
Splnella. et al.)    

T0TAL: $2,660.662.00 

-15b- 
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First Maryland Savings .nH I 

Comment 6; (Cont.) 

B. TbeJIIes for letters of credit were reviewed with the following 

no proml S5orv not«i y«_ w #ti _ t ^'vicic, 3nd 
of Credit" Issued. ' contained only a copy of the "Letter 

(!1 £?;d -"i5,i'" 
<>».... '•itorj of ;rf^

nd" 

disbursed, an asset account for 1 ?*" ^0Ugh 00 funds have been 

in the mail.um ^ ^ be deb,ted 

offsetting liability account fnr f should be credited to an y ty account for funds to be disbursed. 

Such loans 

C. 

(D 

f reudenhe lm'' Vl'ce^res Ident 'of'n * 0f
M
Cre?lt 0n b<>h3,f of Ronald 

;;:":r9*;on^gr 
General comments on commercial and consumer loans: 

TTht5 ^ke^'lj^u^tcuu'trnnd1^:^ f"" '? 3 5eparate n,e- apDll-s tn whi,k i i d what '"formation In a file 
Also, when '' 0ne ,0an ,n a f,, 

to that loan will remain In t-h fli50"^' the paPers relating 
further complicating the files* " ^ they Shou,d be removed, 

eachMoan' '[ill MOU,d estab"^ a "Pirate folder for 
Each loan "a 1 so require! Tiep":^' lo^' ca^"' ^ dOCUmentat 

some cases 'thH "W4y, ,?d,Cate the aSS,9ned "umbers. In 
cross check with accounUn^icord^ ^ ' f,,e and d,d n0t 

^oa^s^^a^Vur::::; to^fa'on^Sl'rlre" ;?? nf r^31 

alphabetically Thev >r. •!.« ! C. 11 fned together 

tedger^nd 1^. ^ZlylT^ '' "^-^"'"^^eral 

lending. regulation, for consumer and/or co^erclal 

(2) 

(3) 

(M 

-15c- 
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Co'T,T*"t 6: (Cont.) 

(5) 

(6) 

(7) 

(10) 

chocking) and to thot* for larQa come. I R"s#rv«" Unos of credit (on 

" l"~'' 

«.- r... M 

"" ft; ...n.bi. 
Name of Borrowar 
1-oan Number 
0r'gInil •mount of loan 

of ,h, 

»»Ihp.r:;«[.t';t,'2,",r.„„ ^lo_ 

r."u ^ «■»;.o;;.*"rc*:^:;r
e.,:r 

   .o»..ra   

Intera»t. At of k Pr'nc'P*' •nd %\,0Sli,^S for 

ric.rlj^r^:.;:^;'th' ^3.^ th« subsidiary loan card. n0t t>*en to 

do:.;:;:rt^^^ ;• •— -.t an 
,ed9-r   —V .n" 

(b) ^ «> *• c.rcia 
billed to th« cust^ ani'J ' l"tarest of $1,061.67 

28, 198^1, tha day of the axamln«r*.UnP* d ** of SePten,t>e'' 
lf th^ bill ft le ravaa I ed that tha H0WeVer, ' reVlew 

September 21, 198^ at whl^K .1 *l'06l-67 was paid on 
posted to tha subsidiary Iwn ^d! lh0uld h4v0 been 

-ISd- 

2 is 4 



Hrst HaryUnH <nd Ln;in 

>v Comment 6: (Cont.) 
** 

Of an offkerfo|Cdlr^torreo^0«nv*ny member 0f the lm,,*d,ate family 
an Interest of )0 p.rcent'or more 0r buslness ln ^Ich 
or member of th« Inrodl.t. f^||! '* *" 0 flCer 0r dlr«tor 
loans are as follows: V o an officer or director. These 

—Title L'ne of Credlt Limit 
James J. Sn«t °r Original L^n 
, p President $5 . James Porter 

Vice President t nn„ 
D- i . r 6,000.00 

Raj Boveja (1350-8) . . • 0 

v 
ntern" AtJd,tor 10.000.00 

--P^nJ L"n,ted p*rtn«rihlp: rrank Calcara 1,. 1,1 02<; on 
"Julian Seldel Director '♦3,025.00 
"James Porter President 
"Ronald Freudenhelm w C* ^•»|

ld«nt 
•-Michael Find President 

Director 

(II) A! A'l loans Involving officers 
their families mus? be .^oCed n .T'Z0"'r0''ln9 persons and 

and 9-323 of the Flnancld Infill! I ?Cf wlth Sec"ons 9-307 
Such approvals must be maintained In^he'lot^fHe Re9U,at,on •',3- 

letters of credlj' ild'anj o^I'loaror'^t^'t^"''1"9 """"ts. 
association. oan or Potential loans by the 

fo I Towing'toans*' ^ ,UCh -PP^vals In file for the 
Name 

Linda Smat 1116 .Original Loan Amn„nt_ 
(auto loan) Wife of V.P. J, Smat $10,500.00 

Vermont Avenue Limited PartniriKl^ t  s 
•"""""S, eoi.ioo.oo 

"Julian Seldel p ,^or 

"James Porter ^ b'"', 
"Ronald Freudenhelm ! p'" ^nt 

—Michael Find * President 
D1 rector 

director taking no part 1*^^ dlreCt0rS' w,th Interested 

"!1 - 
to pay Interest monthly. In acc^r^c"^. tX^t i'o""!.^, ' red 

cd^r:;: le0::1^.9^;^:pr4ct,ce d,ctat"th- •— be 

-1 5e- 
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Hrst Maryland Savins «nH t 

Comment 6: (Cont.) 

"31 S,rCr:E;S! rr . 
security o„ .h.'^n. rfl!"!",    " 

CM Aj of the date of thlf examination, 1,333 of a total Itl m 

Pledged a, ,ecurlty for the loan of Rocco Lasslter 

the^Jro^r!0""5 n0t "W4y5 contaIn updated Information on 

ilfor^UorJo^cTrJlln'th0^ current financial on to ascertain the borrowers' ability to repay the loan. 

"" w s "rL'X,
P^:;:,rrrs'*V"d,"°?-'°— 

association must establish at under Regulation .51, the 
•cans that 0n th"e 

has been set up as of the examination Z2 

(,7) consumer0"oansf reqU,re, ^ "50cIatlon classify all slow 

HafisesssssFss- 
Cofrrnent 7: 

An examination of the boolt* rtkrr\rAm ***** t 
following: tooks,records and accounting practices revealed the 

airount carrlad .. . 

C' accoun^No0^060 Jo"(;iasryp,n0rH9'9! '0an
|'

cc°u"" 'deeded the control no. 1060.00 (Loans Purchased-ServIced by Others) by $90,000.00. 

-ccounS^oS^M^^cl^^^ the contro1 

E- P"—h Certificates) 

'• ;:r: n:,.s;:053'e"-" 

-I5f- 



Hrst Maryland Savlnos .nH Loan 

Comment 7: (Cont.] 

(D 
VarIance 

Control Accounti on th. P,rent.s c>nffra, Ledger 

■'!0' Ism"™ t0 Serv,ce CorPorat'on) $739 590 
r"fscl 

zi'T"""",ho"°" 

"•  — ■«-< 

"   ^ .nd properly 

'' "     ^ 

J' ''""M^rd^ri^js-?0 "-ppn^) h., 
198't Th I s account «k!! i r0m Aprn '' l98', thr°u9h August 31 
made! Unt ,hOU,d be r,V,ewed and adjustments shouId be 

K' bilanc«°Wln9 "ab,llty a«0"nts were carrying the following negative 

General Ledger No. 2^0.10 (Savings Unapplied) ($2 927 81 I 15) 

in-,2? ir-0-w- u-pp"^) ! "olMli;^5) 2't't0.2l (Unapplied Rejected ( 658,790.32) 
r k i r Items) 
not property |I5!" "" t0 '•Pre>ent »rtMrSwal I tens 

"e^r b* -,,t »»" '"d proper .djo.t^nt. 

^ °e:r:;=;*o?e
s

r,i;i;Kofc'A'Si2 i;"""r-r "" 

...oel.tlon , r..,rv. .«our,.. Ihl. ,^u|d „ r.cle,°lfi.d. 

^.'"Id'lh.t'iltMrti'le1"'!'; '5;°""' ""He.ll.oeoo, loe»e" 
This .r»oo. r"^ "ke" ln,0 l,'™'■ 

d..position of .11 r.concl I log lt„. ,h„„,d """ 

Comment 8: 

Comment 9: 

Coemerc ial Law Art tetel Section m!""' '' Ti"" " °' "" 

-ISg- 
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Comment 10: 

S«vIngs'and'uoan A^ocUt^ndl'^o" ' DomeStIc and Forei9" 
th« tax paid was $3. H.0.00 less than what was actual ly'd^!" 31 * 1983 revea,ed ,that 

Comment 1): 

Certin,crIttesary,and SaV,n9S ^ LOan ""P" br°k«^ savings In the fo rm of Jumbo 

deposfts'^^reVthe^?:,^;-' 10 the examlner ln COnneCt,0n W,th savIngs 

'td^0r 5erV,CeS t0 be performed 
•I8h(2)(a). 0r '**' t0 68 Pald. required by Regulation 

outstanding balances o^aM accounts^har^re'opened^^ 1^ the a99re9ate 

of any services of a broker, as required by ReguUt "on'jfSH (2) (c). 

C" opene^or' increased "as r^ult ofTny^ ,d?nt,f^n9 -count that is 
- not being « rljutr.S by '.ShS) (b).^'S 

commission o^ferto'al^'broker'"^^!! f'f reCOrd of each of any 
amount of It In respect to which th« rill "V a"ount and stating the 
record Is not being «lntal^d « ! CT !S!0n 0r fee ,s pa,d- Th's 9 ned, as required by Regulation .I8n(2)(d). 

Comment 12: 

983'through^uguilid Ih" D,v,,!on
I
for 'he period of Nqt Available" on line number 230 '''Mortaao.. " ed the •ssoc,atIon reporting as 

last twelve reports. Ple«rinform th. D?!? Loan Comml tments" for nine of ihe 
figures are not available. y these mortgage loan conmltment 

Comment 13: 

the following:0f ^ Rea' •ccount. general ledger No. 1310.00, revealed 

P rope r ty 

I '•OS Crowe 1 1 Road 
1208 Evarts Road 
i19 Bates Street 
15017 Good Meadow Court 
706 Rock Creek Church 
'•29 Kenyon Street 
729 Longfel low, N.W. 
756 Newton Place, N.W. 
901 3rd Street, N.W. and 
300 I Street, N.E. 

REO Balance 8/31/8^ 

$250,000.00 
258,278.55 
82,79'*. 61 

I'tO,158.09 
107.692.98 
735,910.08 
55,986.16 
63,732.78 

336,<123.62 

Appraised Value Appraisal Pat 

$252,000.00 
None Aval I able 

65,000.00 
127.000.00 
85.000.00 

None AvaIlable 
37.000.00 
5MOO.OO 

None Avaliable 

3/8^ 

S/Sit 
6/8; 
1/8^ 

8/8; 
12/83 

™c..;i4: "a     ^ ■ - - 
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first Maryland Saytngs and Loan 

Comment I A: 

«hlch were rejuestld^y thj^xa'll I *l0n ha, 001 recelved the following I terns 

1. Management Questionnaire; 
2. Summary of Mortgages by Area; 
i. Loan Commitments Schedule. 

with the response to these ""c^nts.f0rVard th8,e thr*e 'ten,s t0 the Division 

I NTORMATIOKAL COMMENTS: 

Increase 

^ ' IW- !'■ m OolLr .ro„„, c'm 

"" 79t Total Net Worth ^ ^ ^^ 

.... Ho,tW Lt,„. ,W,3S),066„ ^ ^ 

3'!,07M5"'' l8'."l.i98,17 130,^02,752.^7 „,8 

'• 3,o;h;ssr5?::^^^;:^?:??^^^,h•     

I to Net . ' "C t 
, u - ' I a r Amount Oper. Inc. 

• operating Income (Page 6, Line I) $|2 6 
2,o32t282.78 100.0 

2. Taxes (Page 6, Line I.)    = 
, r '•39.177.59 3.5 

' " " -1".. f.,. t. Line J) ,0,782,«2.,9 ,s , 

^(pin^T fral,fb,e for re,*rv«* .nd surplus Uo. 2 Un. 6, • ..VOMZAO 

S. «" d,..r,6u,.d (To,., o, 2. 3 , , s,;it„ ;8> i|| 

100.0 

f 
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'J) 
inn 



EXAMINERS' COMMENTS 

/'r:st H.rylanH FlnancUl ^-|cel Coroor.M^ 

Comment 1: 

z:;'T"s '' »• £iu" « 3; -i'. 
A . ",oc,*tlon granted • Hrit Jr! ny C0-0P*'-*tlve Apart- ->». a r.VIew of thU tr.n.;ct,on

d
r:^^ zT^r "ch of th"« 

of the units "P^na.t»5etdon5th!lrrrIcoCd 601purchase Pr,ce 
the actual cash disbursed at tlnve of saJt'le^nt"^' ref,ect, on|y 

P^lce. Is not 0f the purchase 

Service corporation. books and records of the 

A. 

8. 

Comment 2; 

ces Corporation. >-«tporaci 
"I tnessed and notaM ^ed^>ent, rt9'"'d to th« "bove transaction were not 

Serv Ices "corpora tlk>nV«nd H^J^fH'saldelMarV,an<J 

(2) Assignment of proprietary I, 
■ ease. 

f 
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STATE OF MARYLAND" 

DIVISION OF SAVINGS 

AND LOAN ASSOCIATIONS 

231 CAST BALTIMORE STREET 
BALTIMORE. MARYLAND 21202 

7TH FLOOR 

REPORT OF EXAMINATION 

OF 

FiliT PUMitA/t) ■MZ/VU ^ JVC. 
Name of Anwot-Uiiion 

//»> o sr/te-fr-  
Strcvi and NuihIht 

C"y -Zip Colo 

A« Of CIomc of Lia> ifK'oA 

AJUUT" 3/ /9Y^  
Muilh. Day anJ Yea/ 

k LOA.NtD TO THE DIRKCTOKS ANO OFFICEliS OF THE ASSOCIATION (A\i^ r u 

X ^ Q 

Pfidfi i 'rZ 2c O 

RZ-CUCKO BY; 

SWEEVISOHY LETTER lun.in V/lL> j'l^' 

assocutio* REPLY R£C'D     

217 



r r 

N*E OF ASSOCIATION 
/W ^fLV- 

Aa of Date ,9;^ 

This association post its books . DA /!jf (daily, weekly, monthly, quarterly) 
Does association obtain yearly independent certified audits? 

On Line? 

2172 
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^ >1 
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-wu ing* Arciunn 
Inkun-'i t>\ 

.S>' SS ' - 
r.>-< 

EXAMINATION AS OF^- 
j, tiw 

Current Policy 
or 

Ortifiraic No. 

XaM'tTMll'-n 

/Vl J 

r u rir i 

-j 
\<l1n . 

Cuy 

Addr'" <* HrMnchf 

6. , idMuA "ninie Zip Cndr 

,,,   ^ . , 

fTfr^ r.LLic*-,. ,, 

Mocln.tge Loan, 
*•"• ^ ^ <9? > J37 fSi Jt, Ty t 

I"'i •• >h.ir* ■ 4 S«i«inu« Ai •••iuni* 

-S t 'f * Y;f rr^L'rA-.-^ |i;n.>Y 

■rY^ ^AC -ir/r 

■*)* * ^r. L^.. ,. ,/ - 

A±±$*. - y 

JCrfoK. triSiOrASr 
-r«a> ^r/ir/- 

V;c£ P**SiL C'ST 
ere <*ir. t*/s 

'S*? urc^erj 

-■"" ,-r ' 

»"'« wcubcn'r-srii. 
 f -t .rf 

. Dstr.r/ 

'lop r' -■■"■■ ^ .-»«•-■ 
•Ill ^ 

• i.'i f- ■' -r <■■ ^ ■ 

"J' -•" .■</-■■ 

/Mir, &r:ii>r,rr  
/fxir </iic fes icrz-'-r' 

—rji. /srfivt: nil *!. ; .i- ■tfa>/-jrr 

_>;vy ,.,r,r...,.,r r.. 1 r ; 

J^ya.  

<I4» r.-i-T, c.jj,, 

«IS« * r'*"'" ' ■ / r ■ i r' 

^ (isnrjh/l 
Z rr/r* , , ^ r-r- 

a-'Vit—C-.^r Acrytu.*- 
JLy^ 

^r<!<'C"ry mv Hi. .r,,^ Jr<'--'f 
. C f.. 

Covjnue I xu. 

S-"" 
■Unr... VZc C-c.^t : , 

J UP 

Accountant 

— N—' P's/./*; Zfcu,*! 
— Addr..i_£*££ rf/JTriJ sr^crr Joi-^c ///y  

fVri.rf of K*i 

   ^ 
E»'»ii>«r-ln-Ch«rt» 

C-JC'iS F / v ( ■ 

9 7 ^ r 
^ -f ^ . ) 



A 

COMPARATIVE percentaci summary 
CURRENT EXAMINATirtu, 

u«i. 
PREVIOUS KXAMINATIO^ 

's-il D.I. , oj 

1 •4iil «\• ai |■> 
r.* it, .i i), 

. f* }•*/ 
j. ( tvlivHiffl ur>.i,i« lin,| ...fj.iy, 

Jm. JTc^K ■♦. Kifni |lM,,(fc 

(•riiuntJ fi-iiik . 
•». I.HIUHI (\»»«-|« 

u» r.,.h 
«h» •S. rur.iu o 
•••» M.-i.S I i . tgf 

T'H 'I I.M)ui«J 
T. Slinar Abki-I« 

rr.,* cr .. j 
M.m Nrffin.iiir i..,Mk 

•lit Owru rl 
'■ ' <Hr..> llu.Win, k Iniprttvcfrrni* l„,|| 

 In.i»., 
Kyrnuwrp 4 Ki.lun-. 

ifl^  
Tmi.1 SIOH A..,.C. 

4. I^NTfMk^fi Monry 

Ofk-Mimc rniiok 
> Oro.. opcr.imj incorw 

'l»»m 9, P«»{* 41 
Total opvrming e«pen»c 

2i- Ilcm 29, Po,, Ji 
III * Owrmin, ,0 ofk-raimc mcomc 
<d> Sti opvrat.nK mvum, 

(h«m V, Pag* Ji 
•»» Divtdvndt hi 
«r» % D.VKle^fc ,o oprr....n|J lllcom€ 

««» T««| ai en(1 of ri%C||| vettr 

«h> % Oprr^.ng e,prna# lo i.,.,! 

<i» Sh#irr liability mi rrul ,rf 
ytMr 

0' * Stl .ocom, lo sharv hah.liiy 
Re*«rvr for li*d D«bi» 

'I' % R»«*rv» for Bad D«bi» 
lo Share LiabiJdy 

'Sti Wrrih 
'«» * Total Sri Worth 

loShftt* l.iabiliiy 

Amount ^ \0 ,fH"1 
  _ A»..ri. Abiomim 

%$l2 07V*fMH,'    iX / 
i.nt m y p3 ; 
L til /I, —tt-S/ 
zoj 7H/ n-r 

• I" r«..i 'Vk»rt» 

** '/ '3 A , 

I  0 — , 7— 

t y.it-r 7v7 / 
'.Ctz w. y <r/ 

i 0^' fty. ao ^ 

» '* lt> 7li 7? ^ 

* k en / ru; f, 

 ^ y- 
^ 9to fre 

r.o 

- » 'T rftcw .->/ /y < , y •- . ^.7 W/. 77 y / 
r » /0 ^ ^ ^ 

» "70 
» / *?•//& J.f 

17i; 



Namo oT instilulion. 

A JCv 

statement of condition 

F/fsX' /naAs/ziHt, 

U  .. loii 

Exhibit A 

ASSETS 
I. Fir*l mnng.tKi (...m. 

•. Kif«i mAni;.ik., ,1,,. . , ,, ,|Ul, 
»». Kir»i m>irtg„g, - , 
r. F.II.A. k-,   

G.I. flfc-rl Kaitfi' liyin*   
**• Flf"!    
f. I'ilH ii"mmi Imin-..  
g. Arttm ,( nTiM*.ihl,- 
h. Ail*,iim .•« r.f I.iv. hi.nr.in 

2. -Sw*"ift)in.iii'ij L« n. 
«. S« ( r>rv1 « 
•». Avi riM-if inii>rc*i n . , ix.iM.. 
r. A<|«NfMri'» i.* IM\, %. 

'• Frrr Shun- Ari 'ium 1,...,., 
Lstmn* »C( urni liv 

h. Art-rurrt inii>ri.«i , 
I. Olhrr 

». 1^""-..n ..II „„u 
L n«^i ufcii innon 

«•• A«-« rut*it inii-n <.| n-, .-u.,!.!, 
• Kr«l Emuh. So lit un i 

«•. R«-Ul Ckl.Uf ROwl ,, 
b. ArrruMj inii>rc«i n 
C. A<jv«nro» f.ir inxi" 
Ren! t-MiiiP o^m-d «. * 
Ground Rcni» Ox*f>.-i|_ 
Invvaimems 

_ /j'.jQ 

Co* 

• lir^i mnrtgngr loiini. 
fini mr*%gmg* lo«n«_ 

"•emit nuflgugft_ 

V.lhll 
•»f ihiH >4<«»o( ml ion 
••n fn r •hiin* urt nunl Inann. 

• -v.iMi. on nal ^.„ue %ol(i on conlracl  
ur.inif, t ic., on reMl mmtc »oid on conlrnci. 

of off,or bld«.»  

b. Fedi-r*! Ilnmc |>K,n {{.mil 
C. t.S. Govrrnmcni ntilig.ii 
d. Oth*r invrMrrn ni urili<'< 

Dep.*,,. ] 
Invpaimcni • Sitmci- f f.ni-.h 
"••h 
«• Co»h on hunit 
b. Ca»h in bank^  
c. r^.,n  
d. t'*1. . < i<"i a , 

■ r" ft ■ Pe 

(a CC^J ■"T} 

■ Officr Building iif o»m, ,|i 
•• OfTiCf building un.l itnprnwini-ni.. 
b. Lr»ft •UuM^ncr for i|f|irfi |ii|i..n 
L»#»ehold Improvpiu, i.i^ 
■ • L*»»ehold improii-fT.i-ni >    

•"tm^nrc fi^ .in..*! ^ 
Furmiurr. eir. 
«• Fmmuit. _ 
(>. Una .llo..«n<-.. r.» .1. 
D»r»>t*ii charge.     
Olh.' ••i.clf (Schrtlulc H, I',,,,,- |j, 

l/V 737 33^ 
Tit 

—L^_ZS4_^Lo2/ 

<i SI ??> »y ico- o-. »i ' .7i. ^ <2. 
2 teo " 1 u / 

■y 
 r*. 71 r ci 

7 ' 

I. Stf nm 

__lol373S r • 

/ 

IfYX s,2 ■.-> 

Vt nr/. e? 

\L(.SL 9SI 11. 

J? s-f.s o 3 

- /-^'r Y3 ' 
«>q ? ^ / 

/, <91 /,■/ 71 
—^ O 7' Xnn 
y»^ •>"- y ? / 

I goo ^,-,n T f. 

^7 ^37/ 

7 >'97 7y7P./ 

-^8? »?■/ ?/ 

*-lA±k2iL3A / i " ^ 
/'7 •/? 

t g/9 7^.^ ^c/ 
/i^ Jgo ?V / 

pLttjT 

6i7 3 8?.go 
'•^Z' T 7 

"/^ 7//, ^ /. 

/?5- //./> 

y 

TOTAL A&iKTS_ 
».=•/? 3 7/ yjo 

'OWM: OW«'»H. l4.2M 

2177 



^ 20. Frte ■ccounia 
•• In«lalim«ni •harr dur» cf*(iii«d   -..-it- -iuva crrn n>n 

IVducl-Owlinqu^ni duet «,f c«rTti»d 
*wh-l OU I   

STATEMENT OF CONDITION^C^fl,.,^) 

CAPITAL AND LUBILITIES 

 ——— » 

(vvhihit ,\ 

tnrluHvil in 20-ii»_ Add—Uividrndk «» 
Net fr*r inai«||m. ni %h<.rr» 

"■       
'■ Vw^ls ULVi-;l';r.,f   j.     

.km., (p... dttudaadat. 
"'"i nivinennm r. llvprMhrrmcd Shun*   

'•  W..SK,^Arc»-,lL  •». Incomc Nhurr#. 

23 0!(/, nf i' 7 l7!^ ^ 
^S-v w / 

< ^V)/ ^r-i "•' s 

1 ■ ^ ^ r » j» /T ^ 
Tnjai Sh.,^ Arrnjni* 

(Hhff Arcnwnia 
< hri*lnM» riuh. _ 
V>M iMina 

3y -^7 V,f-7' ^ 
, 7Y / 

£1. 
2J. 

24. 
25. 
26.' 
27. 
28. 
29. 
10. 

Ta»«l Oihrr Acrounis. 

il'tfTOwrd Mort^y 
•• Fn». lunk. ISclwrtul. D. P.,,. |4( 
l>. Pn>i« oih.r. IScluduir ». P,,, |4i 

Oferjr-^r. 

Morij.jt. on r«.l ..t.ie 
t 6 5oo fll||1 j ■ 
// ^8? «■)(, 

- 3- S JO '"O "O 

.ccni.d on ii.mt 22 . 23 .nd 24 
•Divid.nd, d.cl.wd. unp.^ .nd 1/nrRdiud . 

/7 (Tf 

T...1 Kcrvd .nd unpaid on rr.l e.UK owned . 
Arcounl* povht#   
Lo«»>» •• pfocraa 
Advnnc# p«>m*nt» 

'•     —• 
e'.rj.., »■■... 

 '■ "70 yj.T , f 

/ 07?/.■//. 

r • fui*" ( V. 
0lh#r <Schcdule 7. P.ge 14) 

t 5/2 LlL. M 
'S^r 

j.s, pi. yr? 
•rT»d ervdil* 10 fuiurc op<>rniion«. 

For OMVnfd prof,i on renl r...i€ .old 
For incom* collecird in advance  

■ For »Kom> Ta»f 
d- /-?>truWv,T' O-1 

» /i ni -,, / 
-5.2 

/OV -^.i>f 

Specific ratarvrs 
• • For uncoilccied mirrral . 

For ■ubordmMfd lien*  

«  ^-7 ?/ 9 C.,L 7 .-.// 
y79 2St It. / y y7 4/ t/il qj 

i_£i^JlLLL 

C*n#ra| rt»«rv«t 
R*i«rv« fo, b«d dabia^ 

??/.>? 

b. F.dw.1 ln.ur.ncr rrnvrv* I if iniur«d>_ 

•W. Surplua,. 
3^. Lftdivtd«d pro(m_ 

R...r.. ro, ..l.».,.d dividend ™qui^n»M. 
M. Curr.ni .mini, (if  ij_ 
m. OfiTfL ;Tl,.y   
4n' g xv ■-. -..ri, ^ L, 

Qgj n' 

"ontha andad /^6 m jy 

TOTAL CAPITAL AND LIAHILITIES 

2 ViTf, .<rX 

/ /3Z 7.1 ^ . 

'.''J g7V utn hU 

'O**. 0l.«/i»L/»T.>, 

2 T 71., 



> 

statement of operations 
«« «■ INSTITUTION 

Exhibit B 

Curroni Period > 
pro, -^cmu—./ Fro. 

l/ ^ 
Yt*r 

To 

CROSS OPERATING INCOME 

/ *'"» 
T Z /f'"" g<^"l.-X I'M' T"^"^ J. 

I. 
I. Inifn-ot 

"• On mortfAg,. l»Mn»-.^,|,ni(r>, , 
tnllerliono. 

l>. On »ofl»,i,P lowna —.,|| .„|„.t 
On l~n. on .nd 

•i. ii .. .,lUi i I, 
••• "p"*"*— 

' ^ | - -- l'>«inii . 
h' Oll^r Jr,   lli..num on l(Ntn» u0^.n, ■ifvi nntorii/Mrion r>nlyI_ 

.V.r^Z.7 ra 

9-7 Jir . j-7 

-^J- /V-T. tf 

-l£Usj_v_i 

iT^L'r-l""1 '"•"■'■"i —. 
()lher frr• and finr* ■/■ 1 1 ^ 1 -i,7 ft,, , 2-i / 

Kotll PHIHU 0|».,« |0n._N,t 1|lroTO. 
""" ,m« R-E-O. U.1.1I. on p,„ si 

>■ Irfo., ,„r<m, o(Tirc hlll|()ill(i  
"• Oividrnda 

-• On •lock in F..<l,nil Horn, U«n Bnnk 
ll. Olwr dtvtdfnri. rtSJ/Z / . e t 

■ Ninccllancou* uKrnum inc.mv   
■ Cru.. op«rating income  

nt in 7<- 

" I?rii 
5.2 S Q n rt 

V 
"7 
7 gy 7*1 yi-^ 

'T 

  
-y/Vr^ 
. vt SVt r? 

-/ 

/ 

2-. 9S'o . ao ' 

II. 
10. 

LESS-OPERaTINC expense 
SMUne*. etc.. 

**' C<>,BP*n,*"n»» lo dirrctoft, off.cer. tmploytea, #ic.   

i. cc~:tx    U..I tri(vr)ing f*n»«a and aptcial aervicrs  

7^^ ? 14 m, *37 -o? / 

» >-.5r vj 
9? A 

> /f 7^.^ 
 2 

la/ » ? j/7 

7V^ift , 

*n*e of dir»clOf.. officers mployeta    
-81, ?^3Y,.t 

• • lifht, heat, #ic. 
Off ire build,n, ..pci,.,,, 

w. Repnir», UxtB and mmnu-niince of 
'"'Win, including d»|jr.ci.i 

 \/ru: m 
'ooipmenl, Cludinf depreciation 

I** .73 y^.77 
j/j. or 

OVA . LC. 
/ 
/ 

- 7' •nd "■"■nu.n.ncc of 

-,"W ,: frrr^ 

ib. 
17. 
id. 
19. 
JO. 
Jl. 
22 
U 
24. 

Adwrtiamf - 
Pf'O'inf and offica »upplir»__ 

Tel.fmph. utopdonc. po.i.,, i 
,~i tWxd p^miiim.  r-' i 1^ /"'^Ai.c~<r*-r- rers 

Audu and auparviaocy .lamination  
Tawa loOtar lhan nal ,a.»t. taac.l   
Orianiaa(io« du«a  
Olh«r oparating e»p,n«.___  
T'»al op.rating .,p,„,,_ 

'-B,Svo.  
</if. <(./ 

2^ 9,-J ^ S 
//! f3V 72, y 

■.//? y^2 , T- 
■jy. j'9 
312 7*? ?* ^ 

VJ 

^3I< iio 
.//r . 

7/, o31 /*- 
62 oSi.lR 
n y 17 

-/7 iT//. 19" 
"7 

itr. <2 
y 

/J/ ^ ^ 
77 Vtl.7.^ 
^ >n 

S-V.?^;^ I"<""      
Taffwd foraart to pna. 51 

//j 
./*y397.ff 
-?* *<> * n 1 
33Z LSc. Ht 

» zz vy9/V939^ 

/Y9 ?7 Z 
ft s i [fa 

1 / <^3 ^-i 

 % T¥- W 

■n lo.iC, / 
W J Jo 

/*■ y 

». ipy g / j-rr. »<// g-? 

» 9/5" y 26. g o ^g ^ T ^ / 

'0«» Oi.«/»»l./.fc.,,|M,/,kJ(, 

] 
I 

21 7[ 



STATEMENT OF OPERATIONS (Continued) Exhibit B (Continued I 

Cwrrttu Ptri'id 
Froi. 0<T*\Ik I II f l 

Tf. /hc.*rr 
' Mfj F 

JvtiU 

Year 
1!5 

To^VT: Ja ,<)<3 
Year ^ 

^From aSTIl-* . , Ifl 
To , ta V 

N.I Op.r.iin, Inc.m, B.(o.. InlfltH and 
OtK«r C>»«fQ«t   
" •■'▼I' fl fnourrl frow 41 
LESS -INTEREST CHARGES 

• '■■it i » in.m ^ In f r ■ M nil I 

V. 
VI. 
in 
U 
U. 
II, 

zwrr f rs:,.s 
Tm.II Intefi 
N»t CWotin9 Incomt    
ado noN'Operating income: I>iv i<l*nd» rrMincd on »iiMr*»ii|a  
I'n.rn •tn •«!# of r*>M|   

on of mvtMliMnu.  j#.». # 4. 1777C  
" rrr 

rt. 
VII. 

*/r*S*'A* $ 0/ sc€^'c.C. Uthrr non-nperwini mcomr,  
T'j|*l non<«pcrniing income     
N#f Inc 0(tv« Afttr Inttrt »t and Btfort 
wKqfi   

. LESS--NON.OPERATING CHARGES 
Id. nM HI. K.f.in l„ it.m» 
<Ko>(.d dii.ci I. r.t.L.i): 

►■>».Clo.Ul» co.1. dnd buck I.,,. „„ P.C.I. .couiLd (unl... c.o,(.l,i,d o, 
<'li.trg^i| 10 retervf ■ 1   
l<o»« on ani* of rrnl eKiuic _ 
l.o** on sniv of inv#Mmeni» 

/ 
» r? *,<, ^ , t2 9/; 

/ 
1 m zis .7 ., 

fv/ ?>i 
24 //■ a 7 fy. 

'-LLLUsia 
1 21. 2i(. ,*/ n 

J > ^Rg ii 2. 

Si' lit I* • 
Z8 L^7 7(t 

e eft tSs jjT ' 

ni-wi .cr 
//.fry, /r 

• —i"?o 1 

-lA r 

t n. 32* Un -1u 

• /6 *3/ tlS, 
sf. niL's- < 

7 tA. V aAa til 
3 3^ 5"OQ 0 O 

» Hvv 

^37 ?// 
 ZL^LL^Z 

»__32AJii£_4 1- 

» r .«3 

• tllLJl 

 yr7^7. y/ ' 
  

/;,o 
» <££j£LJJL 

*2[,uyz *t2 7<* IZ*. I*/ . i.f7„fv0/ 

» 'sS in 
/ 

2S 'i?. 7o 
s 

im. 
40. 
IX. 

(Hhcr non-oporaiing chargm 
Toial n on •ope rating clMritra 
N«» Incem* f*# P«riod 

Ct r(/«J) " -/ —.^.t/ v 1. 

y.i ' Si, Sil y 'j ^ 1 7/ r. fs i. o S 
3. 75^ 

m/oa^oo wi, if r t T >. 7/ ^ ^7. 
'-^', *3' 3¥o « Swvjin.jf 

REAL ESTATE OPERATION (D.tolU) 

fREAL ESTATE INCOME: 
Renl Esui# Rvnia  

Total Real Eaiaie Incoww 

iL«LEJTATE0P"AT^ 
4. TaRra , 
V 
6. 

i. 
9. 

10. 
n. 
12. 
1). 

Inimfanca 
Krpaira and Mamienance. 
C Qfnmiaaion* 
Oaprrciation  
Oih*f Miacellanroua rval »*talt eapenata 

Total Rtal E»uu Eaprnaaa _____ 
profit on Rtal Eaiatr Qpcraiion» 

Ntl loaa o. R..I Eaia.a Operanona  
'Note—in««n net income or leai in con- n*c(M>n with rtal taiate on pug* 4 ■« 
indtcatad.) 

»^71'''' 9y 

' 37 ?^o U ' 

EZ^r 

? g°° "A 

' I 93 7^.1 
•— _//. 

I. 

^ ?rr. -7 -, ■ 

jo ?yr.7n'^ 

»on*: 

2 J S i ? 



0f Incem* 
1. Nei income for prr.^ iUem IX. E.h. B 

OiltribtftiM 
2. Trin«f«r« io rt.ervp* 

•. Prdtral mturancr rr»rrvc. 
b. Re*#rv» for bad drbc». 
C. Surplw 
d.  

izu^LiiLzi. 

f. 

.1. Eurnmc* d.-u.buud o« ..v. e.p.i.l: 
«. Dividtndt on savings 
!>• Inl. on dapoaus. invcai., ,lc  
c. Raa. for d,v. on Var. D,,. Carta  
rf- / J-rfJ*- r~*ts 

4. Oihfr 
Fedrril incom* m. 

00^ ^laia , 6S3 72* ,T.. 

Jiocf. T^/, f ^ 

(CO Sir 7r, 
S 'VS- 77 

077 ^ ^ 

0. ^ 
c.  

"V T'"■l Dialribuuon of Nn Incoma. 
8. Nal Incoma Ariar Dialnbgi.on  
• • N«i incom# Undi»(ribui«d    

Zi (til TVn ~ 
2a 

to. y37 <■> 

■*2^ t / "/to V^2 Wn 

Racondlaman. of Undi.idad P„(j„ 
8- Balanca—baginnini of oanod.  

1 *, I gJA-. tf 

  ^ ^ 

. ^/7r7¥ ^ 
*  - O- 

y 

>■ ^al Iftcoisa AAcr Diaiributioai (lina 6 
'O- Olhtr add uions; 

♦ 7 <SZ /2c 9n 

%.  
Olh«r add k ions 
'■ ^ .v,, 

— v,?i /f. 

» / V/g <Jn 
»—v9J. /-o ^ 

"• SuUowl, 
12. D«duciion«. 

. r-... 

s 
I 
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lor bod dtbii 
I. riiilamr ui bri.nninf of prrxxl  

• ■ A<jrfiin,n« during pen 
•Ml Kfnn net profit . 
«h»  

To4H| .utd,) 

Tunis of Mvma I -nd 

Drduciion* durmf prrind 

tn . 

•f- 

T«tl dfluciiom^ 

i«lor»c» «i tnd of period . 

RECONCILEVtNT OF RESERVES Exhibit D 

Currtnt Period 

J V' nrl 

_ » ^37/3t tS7 /J%. % 

> ^J7 /jy <p ^ • ^37 /ja 
» m /Jr. 9f, 

/ , 

    » ^37/jf a/| »—til /jr. K 

1. u« 
Rtstrvt 

mc of period 

2. Addiiiona during period . 

3. Tmalc of Ufnit i arvj t _ 

A' Deduction® during period 

<b>. 

* Tstal d*duciione. 

6. Qalence at fnd of period . 

?^nl    I 

' *ai | 2oC f/,t ni 

  ^8 I'-' f . ./ 



reconcilement of reserves Exhibit D (Cominuod' 

CAPfT/tL 

I. ilHlnnrv .11 h.-umn.ng prr.nd- 

Currtw Period S 
r'"' ^ jP>o- Pvithxr < Iiri ^Fram ■— 

2. A.Mili»»n» Hurinn pt-ri'al 
» iSg.^g n° _ t 3So cm 

h'mn nrl PM.fii_ 
»., jrit, 

    fcrf-r^ 

rt-T 
• • T<4'l| nddilH 

•1. T(MH|. of Iipmn I and .1_ 

S CD 

/e>0 Cap . rf 
7 efa , op 

* /•? 7 tS'o. qo ' 

*>• rVdui-lion* during prrimt 

IH« 

«d»_  

    / i y o^u qcj 
•^U23_42— ' 3s-orIQ . jr-0 

®- Total deductions. 
7. lUlanrr at »nd of p*rM*l_ 

•-^121^- »-^.,o^__ 

alancr at beginning of period 
2. Addilione during period. 

u> -Jrg.- ^ Pstc ha c; >r-. ^ ) | 
  •_ 

Ift 
3. Total Add Hi one _______ 
<• Totele of iteme 1 and 3__ 
S. D^duciiooe during period 

(a)  
• h)  

y.^Q/ -riyt* 

* r'~' 
 /So . e>n 

I . 
  —    » m fse. on 

• •_±£°^1Lu_ , yo &r. n 

ic)m 

(d). 
6. Total deduction*a 

7. QaSkhv* at end of period. 
»l 111, ->•< _ » » I vo sir //' 

9 



RECONCILE ME NTT OF RESERVES Exhibit D (Continued) 

Curr«ft( Period Yaa/ 
Fro. ItT I   Proa   r.~. / 

.Mf t, ^ T„ ^ 

Ret**** r«A i+iirt-Afo 

1# Btlftnct ai b«gtnnint ^ r" "* > • Q Q 

2. AddiitOM dunng period 
Kro« fV*l Dmfit t 

11,1 J/y VqJ '/a* /In gj, .o 

J. T«.l >ddil.on*    t /9^ 9// .o I   
4. Total* of Iitma I and "> > 9j i &» |   | 
■">• Deductiorva dunng period 

6. Total daducnoM    t y >00 I I 
7. Balanc* at end of period   » tnaa | r/ /f* | t/ ft 

RfifAja r»< Aaii.rj 

lance at Peginning of f > . rtQ 
ddit ione during period 

I., fotfTm AHJ t S31 7a2 ✓? 

3. Tota I \Aji ii iqw t .^37 7q 2 V 7 |   I 
Totala of iiema I and *> > S ? eZ </ 7 I   I 

5. Deducnooa durmf period: 
lei fiyjQ.'TZAi    t 3 / 5* ^ ■ 00 |_  | 
(b». 
«c». 
id). 

6. Total deductione    > 3 / ^ 0 t/n . oq / | I 
7. Balance at end of period 1 7/Z */7 J | I 

roaM oce/etL/* u-a/t J.7«/7»-io«» 

) 

21 S 1 

















I 

REAl ESTATE OH-N-ED AS OF- - 

nnlftncr liiai Po<* V«luf 

 ~ '   • ____ 
Ad'jiiion* •inrf laai « —~ *«*minntion   — 

To* n | ~ 

     ' _ , 
Chmtv ofTa .j,,,.,, I- —      

H.in    

*Hr»n|l V'Mlur  
   I    

S»ilr« Prirr        
Profn rtr <Ln«a| 
    I    

N^nr KnHrd 
—     19   

       I  K«prn«f.    ————^ 
Nr» |nrn««r or         

^ '          •_  

SUMMARY OF PROPCRTIF^ witu "TIES W,TH poop ,HCOME AND/OR SALES PPOSPECTS 

'*■"■ " OM-I,,,   -n"t V""'. 
    iw Bu.,n,..    *-   - _ 

nimim 

I'mmprovrd. 
To»«I Ahovr Clnaaca "    

       • ^ "f R. E. O.^   " — 
H#M morr Ihiin f.vr ye».f, —%    

    I  

>SU1A*CF' CO.Vr.RACE • REA L F.STATE CsT.D ~~ — Carrier / //—  /' I E*p. Otic r,.^ . c- ^ / / A I Ainrnjnt ^4 F.irt. Cov. / / ' 
CAni^ntii , / / / / 

Compfthynaivy^^in,, J / / / ' ^ -— ■ 

O-""*. Undlortu unrt / / /     / '■  Trflflnf* Lmhtlny^   / / / / 

 ~~r  ; —- 

"— *   

2) qo 
'<>•" OL./nw.^.onM,^.,,, 10 -1 y. K. 

Schedule No. 2 

At>p^*i«»H Vw|u» 

( 





OFFICE BUILDING 

Vcar Ended  
A'" "»•«' •"•row d«(«ci,„on 

Typr _ 

Af ACCUpuncy; 

"*• Anno.! dcprrcindi 
"♦'Pflird, Inxr 0 •rw4 • "'*r" "ryj miiir 

Toi«| cr>«i _   
Tnml j ""■"me from oih„ ih,n 

Sri oreupnncy com . 

INSURANCE COVERAr.r 
Type 

f "<■ l F.ut. Cox., 
Cnryifrl*    

Compr^hf nmv^-^Un _ 

O^nrm. Lundlorrf. 
Tenant* Linhility   

E«p. Dtte 

A/, 
dl94 

12 





OTHER ASSETS: (linn 14, ExWhii A) 

Jh>7fC P"y- 
-d't 3tl c* 
-i.ojfi, if 

(i S0t> , Cio 
"A lilAl'.H mucf 

•*■-- '■ '".rr*-"  jy.6JS*a»_. 
^ iv «9 f.v—r,,,  7O£>_UO_ 
rlr"nj*n*c C^*rK\ <3?4, 7V 

i*'"' '/e // 7^77 
M?, ""SC /?^^4.e ;,v04 jSJ 

U*! "** ^ r".X.w.3 r**»v ^^ 
J^0_ 7> v 

J v; ^-^ ; _ 
A)r$.^yC_ /Orro-^T" 

/Ife <fu 'o__^/.r-,r.K 
ilSe.. Pr-fmit. 

OTHER LIABILITIES; (I.em 31, Exhibit A) 
-^-O/'LaV 

-UiUtJL^ 
-Lit ?j)_ 

_(3V_«r 
.<■Jt.11*3h > 

Schetiule .N'o 5 

Schedule No 7 

To Whom Qwrd 
CV/- f 

f****. s/t 
n*~ Lr«j if.ji' 

I '&*/ Cfi*)* 
(»/'/.»» 

>^/« L To ^ 0/>~t 

BORROWED MONEY: (Ittm 23, Exhibit A) 

_^r fr? t, 
Schedule No 8 

Amount 

J.S»i»,f ST 
/ /<2» /J^ 40 

5*00. oso »o 
2 7 3, ••• u» 
2 73. »«> > •0 

R«fe 

14Mn»> 
"9 

/A ? "• 

Due Due 
/ 

CNM'MV 
f-H t*/ 
f-/9 
9-/^ 'v 

COLLATtRAL 
Pf*cnption 

#«7Vi 
U04>»%* ^mftk 

ft P®o»-& 
ffL *\Q. Ig/ttf 
rM*ia ' PC f&o 

p/vm* C. CSo 

L'npaid Priwciptt 
^ 3. »0». • • 0 ^ 
3, 

/o, »ir fit 
S^OOI goo 00 

2") f, • • • 
<?73 ••» c*5 

T""V 0r Ct"T'"CA™ "" "<™» ^COUNTS, OTHER SKU.m.T^' ' 
■ Dvif D»if 

/J ^ 9 2t. \u (*k0 

/£. 5% j. 7 j 5- 'r*,.eCi 

'?* 5 "% iatfioKi.}- :«.. duw 

Dftcription 

^TTCi'viV. </ 9,. 60^ 
✓ 
/, ••©, •00 

«aO »• 
/OCl oo% •• 

/. ? t53i o »» ® 0 

u 2?'if; 



( r 

EXAMrNERS' COMMENTS 

/5,-6e 1 eP 

^-"nsn^.T 0 

  ^ ^,v.r n/ A... 

Rr^rrsisn -T/S,- ^0//n,.,.^r. ..   

^ r-'f '1 2 7    r. ...^ 7 -• ; ■ - , * l—/ fu -ti.ia-y n/n / 
. -jl, r.,^,^.T^/,, |/7,n|r ^ 

/„„., r,^ ^ „y „„ .     __ 

.O^Tp.ri <!- t.^ff,,,.. ^ -7»^ c.^^/T -r^,.., ., ^J.f„, ,, 

 f / . 7^   

f.>f m7- ^ 

*l]—fiSOrn'm d_^ RRZn/sr.^j . 2^ z^.  

fo) A.v f,/. ^ ,„v ^ ^r-^.., 

tiPfifieisnL ,,,. v . « _ . _ , 

\ r/.) /n^ f./r ,7,^ ?n ^>P >^7 /0., 

 . ^<Tr.r^ ^ 

^/ ^ ^—Af ^ .7\ r 

^ ....   
00^.,) „rin^^0!,rn SrTf'r^T fis * ,f c.^.^.{ 

 ——      UUm W(//n 

  9-^3^ (h) /?^../^7T^ .^q /9 r2)(r] 

—(G1 ^ ^ ^ 3,7t.v . , | 

 -f "" T*^,.>rf cu.... „. .., , , , 

 ftlfGolfi-r .,*> .7.* fieri rj)  

C^^e: „„ ^„<fv,i,    —^__- 

fn,^„rr ^ f/v ,,, 

ftegyl*^ ■ 0 \ Ci • Tyr 0f ^2^^ 

/?ocrttf^ -r-^f.^ */S ^ ^ ^ ^ 

/V <3 vcy 

y.^3^ ./ ^,7^7.0 1 /ll^<?.,.r.. /.o,, 

o u'TVT^.,,,-) <   

CLI^L^ rt.t r.'.i.yO rf fp^sf ^ rT* ^ 
7   

t J »-• j «'.I»J 
15 J 7^50 

2 J f) 7 



 —*= I 

( 

EXAMINERS' COMMENTS 
Sf'Gc £ ^ 

 ^£^L2iL-^ ^ ^ z , 

A CCC)kj 

Co, 
!l2z2l52_ 

4-~J">*m SuAAr^r- ^ 

 —^^5—iiiiLirT^rr^ - 
hdjlA onj fir. si ~ Q . ^     

 ,777^ , ?''^'p; 1-43^JUi>°; « — ^ii _?? • ^ 7.^ 9 > • 7 — n ,- ' ——>•' ■-.  

>, r-" -t±V—LLl±^± ■^£0 272^.Y Z ^ 
 1 MSG " ' AE.S-^J -    

^zzrrrr^f— 

^^L-JL^rg^n, Z* ^~~^~^>e^najS--^^^ 
 ZXlSf^rs n-p. -r? ^- 
~r^ ^-^^Uu^TyL—HjU^oa^r. 

**L6 & * !/)rO S/T ^r ^Sl _     Q V 'S 'fltld -tJ ft 6*(si*Jsjr aS 
' o'TAL*^. ^ / _ ~ "  ^—< A ffToofv'T> 
 ^v/y.jii ^ - r , ^   ^ ** ' " fc\i ^ K /? S") y- / . ^ _r 07 7 v 

lX!J^7z-2-^—^L^jL^-nr^L rn 
0 0' /■. ' C ^ ^^ c^e £ 

_C<3«-nA.jr / , „       
   ^m~-&Z±__2 9S2-7 - 

TT-i r 0 v r  £ii__a_£— 

~£/loo 1 o/?c -ry^ ~ ^--^-£--^L5^^^ .3orr.^(L 
 AQGAfGrtTG i-Q-m-i -7— r 

—^7^—/■ortnr) rriaa* Ofi**j -ft- -r-r , t — JT JZ 2—z^—Ausm—gi^gg ,''- 

-^^HZTTnTI^  sLi__ 
^ nU'1"K'r 1' itiLC ^ 

^0 / fPUtmS'^T* '-rrr,,L*^ /Ji ^ ' / ■rrv,?/- /a„^i z?^.,  .  2 ^^Mrtz-^s 
  l£Jlo44 OfS- ^ / /o ^ ^1, ., f ^  

) mn^Th. 

JLf:'0*sr../ ^.... - 

15 

ait ..».!! M3 
i<72. -i3T 

17951 

21RJ 



) 

r f/OCz 2 

EXAMINERS' COMMENTS 

u (\ 
-1—*-±&t£LuiLu£A ' 

" fr- C /1 < A i<s\ s\ " - _ . 
—^^ F"o //oo. ^ 

aK \ I IS. I rfAu//)/?f a ^ y ... 
-&*£i£*/W- . v  ~ u ^.,0 

/, r ^ : 

a.. 

 —/^/-ycA'lTi,"'- 1 t n * ^ * ^- z? 3 r _ ^ (J£rrf/htjQ AJ A "7^- ^ , r 
OAJ >3^/ , '-c^ <£2dztii_ 

^LlJ=_F^rc pM,n* ~l ^r- r/ ' ^ 
IZir-. m fi n ^ tv-c/ut ^WTV^ 

-  fii sr laS^As r<-,f i T' 

-T.^ a ^ 

^6 

-AA^ujl 

Com/ne^jT' £ . . " -—-    

~ t.U , 

^ ^ ^QC/^tj jrz » _    

  

4 »    

-e<r*« ~I /sy r T —2— 
 —2-1 ^ ^/i°-r a , ^ 

_^C^T J, n;w ^7^ ^±-*±~3U_J^±_^ 

~~   h^--^^U^JL^ir 

/Bsi./,i».t, 'i-ej.,,.,,. ^i-r- 

15 ITU'C 

2} 31) 



Ocxtim/tJT' k (^. 

SLcTTZj 

JiLu 

Alia—Af/^r^ 

£dj*4. 

C **!'+ 

EXAMINERS' COMMENTS 
/r"15 r ""t *///>*{> S*j .w .x ^cV 



fr OOAji 

'J finy* rsiy-i 

WnA J /. 

D 

tyno-it^ii s 

r 

^ Kr 





TJ-'./Vcj • G • /-,■■■ *••• «'A* . vi-.y -i 44 *» 4» •« >.-?0 awi» 
n USA 



^ Tr". •• 

... ^ •» . , C..' i !*~ : % ►», f*1 — 
^ • . i l. %. [ hrn.t I 

'*' * ' -* • • ■•:V.' 'fiil+f'Z 'A .'    

2204 



220' 



"r [ — 

■£ljha'^-~S^^L - 5 ; • '- 



^ Of u^j^/T" 

f *'To t'T' nf,j. 

~ k^VAfifih* 

> f? 

"i^ci ij^efi.i„r\ 

HJQJS U*t„uT 

15 

2207 

17^ jv: 



^MINERS- comment 
• ■ S^J/4/6l. 

^L^^rTf 

3 ^CgA, 

r 

UJC* 

15 

c >*. u -J -—1^,. 



r 
'V 

examiners- comments 

^ s/yo • i j/w/ 

^^7 

Cir^'r)rTr.'JJ 

lu rA /- 



r 

examiners- comment 
F"rr- 

22 I 0 



(3 

^"SX"S COM..^ 

•V(jl 



IO* 

IS—j/'iy i ^ ^r 

OAc .)r .r 
"r(/3 

*'CC 

ivjyfc- 

f^fvoe. lc.', 

'Ssort 

/ S 

/*SS/C,xj. 

. r 

examiners- comments • 

^*S F'nj*„r.*L. SFAO'Ti 





law orriccs or C 

Melnicove, Kaufman, Weiner & Smouse, P. A. 

JOftCPM s. KAUrMAN I ARNOLD M. WC'NCR 
' ROBCRT C. CAHILL 

rRANKLIN OOLOSTClN H. RUS6CLL SMOUSC 
LOUIS e. PRICC 
ABRAHAM L. ADLCR 
COWARD RASKIN 
M. ALBCRT FIGINSKJ 
CHARLCS M. TATCLBAUM 
JSAAC M. NCUBCRGCR 
DAVID C. SNYOCR 
RICHARD V. FALCON GARY STRAUSBCRG 
GCRARD P. MARTIN AVRUM M. KOWALSKY 
RANSOM J. DAVIS OLCNN C. BUSHCL l«A C» COOKC 
D. CHRISTOPHCR OHCY 
OCOROC F. KAPPAS 
RICHARD ftUBlN 
STCPWCN r. rRUIN 

ANDRCW G. 6MANK 
ROBERT C. row LC R 

6TCPHCN 6. CAPLIS 
PRICC O. GICl.CN 
PHYLLIS W. BROWN STANLCY A. 6NYDCR 
JOHN M. GLVNN 
ALAN M. GROCHAL 
IRA L. OPING 
KCNNCTH D. PACK 
GRCGG L.BCRNSTCIN 
JACK L. e. GOHN 
M. MCLINDA THOMPSON A. DAVID BORINSKY KAYC A. ALLISON 
DONNA C. SANOCR 
ROBCRT C. CAHILL, JR. 
jcrrwcY p. MccyoY 
MARC MCSSINO 
JULIC C. JANOrSKY 

COWARD A. HIRSCHHORN 
o. ANTHONY HYLTON NANCY S. ALLCN 
JAMES H.WANNAMAKCR III 
ARTHUP «. POSC 
NCILC S. FRICDMAN STUAPT R. BCRGCR 
ROSS C. CICHBCRG 
NClL M. LEVY 
CAROL K.LISMAN 
MATTHEW W.NAYOCN 
CTHAN L. BAUMAN GARY L• ALCXAN DC R 

OF COUNSEL 
KCNNCTH H. CKIN 
LOUIS SILSCRSTCIN 

3e SOUTH CHARLCE STRCCT 

SIXTH r LOO R 

BALTIMORE, MARYLAND 21201-3060 

TCLCPHONC OOI; 33?-e600 
"fetccopicp oou 332-ec-o* 

TCLEX 7 IO * 23* ■ ** 

(WRITCR's DIRECT DIAL NO.) 

332-8525 

eCRNARD S. MCLNICOVC 
<1011 - IO70 

December 12, 1985 

Carl R. Gold, Esquire 
Office of Special Counsel 
Suite 1513 
301 West Preston Street 
Baltimore, Maryland 21201 

Re: First Maryland Savings & Loan 

Dear Carl: 

The purpose of this letter is to provide the 
answers which you requested in your letter of November 
14, 1985. 

I. Line of Credit to Julian Seidel. 

You have asked for an explanation of the se- 
curity for Loan 628-6, the line of credit to Julian 
Seidel. The line of credit was not established until 
after the exchange of correspondence between David P. 
Cole, Vice President and General Counsel of the Asso- 
ciation, and Charles H. Brown, Director of the Divi- 
sion of Savings and Loan Associations, on the question 
whether it was necessary for the line of credit to be 
secured. Copies of that correspondence, dated Decem- 
ber 19, 24 and 27, 1984, are contained in the file 
previously furnished to you. 

The file also shows that, prior to funding 
the line of credit, Mr. Seidel executed an Assignment 
and Security Agreement, dated February 1, 1985. The 
Agreement recites that the line of credit is to be in 
the amount of $69,750.00, not the $300,000 originaly 

11 IE 3 
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dSsiSiated nn? ^ Wl11 ^ fUlly SeCUred ^ foUr 

qoes on hn 2? !S f^re9ftlng that sum. The Agreement 
MarvlanH ^at 6 n0teS are assigned to First 
ciation 0r rePayraent;,, that the Asso- ciation is granted a security interest in all compen- 
sation of any kind whatsoever which may be payable to 

fhrl0?Zr pur?uant to the contracts attached hereto-" that the assignment "is irrevocable;" and that it is 

12.£u1?- force and effect "until and unless such obligation is released in writing by Bank." I 

thSt.ih? fOUr designated notes were pur- chased by Mr. Seidel from Stephen Madeoy at their 
Jfull face value. The file also indicates that Mr. 

eidel signed a demand note on February 1st. in the 
full amount of the line of credit. 

The file also reveals that, on February 1st 

i^a^Urit f effo5t to assure that the documentation 
forwarS^h' f FlrJt Maryland employee, Nancy Jacobs, forwarded the four designated notes to another First 

frhf? 2 jroployee/ Gloria Meyers, with the request tnat Mr. Seidel sign an endorsement which had been 

reverse side of each. Mr. Seidel com- plied with the request. 

• j . it is true that the typed endorsements 
inadvertently used the words, "without recourse," 

i^iIadV:rte:C^WfS ~eanin^less- under the circum- 
nnU' *'■*■S?ldel was Personally obligated on the line of credit by virtue of the demand note which he 
had executed m favor of the Association, and the four 
designated notes were assigned to the Association, for 
the express purpose of securing the line of credit, 

a d Provisions of the Assignment and 
wL Agref",ent: Mr- Seidel indisputably intended 

<-herSO? £ llable on the line of credit and to have the notes be security for the credit extended, 
and the instruments simultaneously executed by him 
undeniably had that effect, when the language of the 
endorsements was called to the Association's atten- 
tion, m the course of the FSLIC audit, Mr. Seidel 
acknowledged the madvertance and offered immediately 
to correct the language. y 

Mr c J'bj records of the Association indicate that Mr. Seidel drew down a total of $65,000 on the line 
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of credit. He drew $25,000 on February 5th, $20,000 
on March 5th, and $20,000 on March 15th. 

II• Notification and/or Division Approval 

You have also asked for information as to any 
evidence of the Division of Savings and Loan approval 
of the other eight loans which were listed in the 
paragraph numbered 4 of your letter of October 14, 
1985, defining the documents sought pursuant to your 
Subpoena Duces Tecura No. 85-016. 

(A) Loans for Which No Division Approval 
Was Necessary.  

It is apparent from the records that no 
approval was necessary for five of the loans which 
were listed in your letter. At the times of the 
loans, the Division's regulations provided that 
"An association may grant a loan to any of its 
officers, directors, or employees in accordance 
with the specific requirements of Financial In- 
stitutions Article, §9-307, Annotated Code of 
Maryland." Regs., 08.95.01.43. In turn, §9-307 
provided that a savings and loan association was 
prohibited, without Division approval, from mak- 
ing a loan to any officer or director or to any 
corporation or business in which any officer or 
director had an interest of 10% or more. The 
following loans were in full conformity with 
those provisions: 

(1) East 86th Street. First Maryland made 
an acquisition and rehabilitation loan to a group 
of syndicators known as APM. After completion of 
the rehabilitation, the loan was converted to a 
permanent loan with the major portion being taken 
by Cal America of Anaheim, California. There- 
after, APM syndicated the project and sold lim- 
ited partnership interests to the general public. 
Forty shares, each representing 2.5% of the pro- 
ject, were sold. 

One share, amounting to 2.5%, was pur- 
chased by Directors Associates, the limited part- 
nership comprised of the officers and directors of 
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the Association. This share was purchased in the 
same manner, and under the same terras, as shares 
purchased by other investors. Director Associates 
signed a note for its interest and made capital 
contributions as required. None of the Associa- 
tion's funds were used for this investment by 
Directors Associates. 

The East 86th Street loan by the Asso- 
ciation was not to any officer or director or to 
any business entity in which any officer or di- 
rector then had an interest. Even after an inter- 
est had been acquired through Directors Associ- 
ates, no officer or director had an interest of 
10%. It was not appropriate, therefore, for 
Division approval to be sought. 

(2) Liberty Tower. First Maryland had made 
this loan in connection with an apartment condo- 
minium project in Oklahoma. The principal of the 
borrowing entity was James Hardy. When the pro- 
ject failed, the Association saved it from bank- 
ruptcy by having it taken over by a syndicator. 
The syndicator solicited limited partnership 
investments from outside third parties. I under- 
stand that two directors of the Association pur- 
chased the last 3% of these limited partnership 
shares, 1.5% each, to close the syndication. The 
1-1/2% purchases were under the same terms as 
were offered to all other purchasers. No funds 
of the Association were used in connection with 
the purchases by the officers and directors. 

(3) Indiana Avenue. The Association made an 
acquisition and rehabilitation loan to a construc- 
tion company and to a limited partnership com- 
prised of the Association's service corporation 
and four limited partners who were directors of 
the Association. The directors' interests in 
this limited partnership aggregated approximately 
1% of the project. 

The project was then syndicated through 
the creation of another limited partnership. This 
syndication was the first by First Maryland Secur- 
ities Company, a subsidiary of the Association. 

2217 



( 
Melnicove, Kaufman, Weiner & Smouse, P. A. 

Carl R. Gold, Esquire 
December 12, 1985 
Page Five 

I 

In order to complete this syndication, four of- 
ficers and directors of the Association each pur- 
chased 4.9%. These interests were purchased under 
the same terms as the interests purchased by out- 
siders. No funds of the Association were used in 
connection with the purchases by the officers and 
directors. 

(4) 5006 Battery Lane. This was an 80% 
house loan to outsiders who had purchased the 
property for investment. Six months or so after 
the loan had been made, when the partners split 
up, Mr. Seidel was one of two persons who bought C7 
them out. The original partners remained liable 
on the loan. Since Mr. Seidel had no interest in 
the transaction at the time when the loan was 
made, and only purchased an interest after the 
original borrowers were at odds with each other, 
the Association loan was not made to any officer 
or director or to any entity in which an officer 
or director had an interest. 

(S) Palmer Highway. In September, 1983, the 
Association made a $400,000 loan to the Palmer 
Highway Limited Partnership. The general partners 
were Herbert Ezrin and Laurence Levitan, two law- 
yers who were partners in the firm of Levitan, Ez- 
rin, West and Kerxton. Among the limited partners 
were a number of the members of that law firm, in- 
cluding Alan Kerxton. Mr. Kerxton had a 2.5% in- 
terest in the limited partnership. On October 20, 
1984, Mr. Kerxton became a director of the Asso- 
ciation. in December, 1984, the Association in- 
creased the loan to the limited partnership by 
another $100,000. The communications for the 
increase were between Messrs. Ezrin and Seidel. 
Mr. Kerxton became an officer in February, 1985. 
There was no need to secure Division approval for 
the increase in the loan because Mr. Kerxton's 
limited partnership interest in the borrowinq 
entity was only 2.5%. 

(B) Other Loans. 

There were two other loans which do not 
appear to fit into the preceding category. They 
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(1) Director Associates. The Associa- 
tion had foreclosed upon'three properties in Oc- 
tober and November, 1982 and in October, 1^83. 
The properties were not readily salable and the 
Association had the burden of carrying the real 
estate on its books and paying the expenses inher- 
ent in ownership. The directors of the Associa- 
tion formed Director Associates Limited Partner- 

iship for the purpose of taking these properties 
/off the hands of the Association at prices higher 
I than outside third persons would be willing to 

pay. The Association made a loan to Directors 
Associates so that the transaction could be ac- 
complished. The general partner of Director 
Associates, Frank Calcara, had a net worth of 
approximately $4 million. The purchase prices of 
the properties were higher than the values set 
forth in the appraisals. Mr. LeCompte may have 

II one or more memoranda of his discussions with Mr. 
'/Cole. 

In September, 1984, before engaging in 
the transaction, Mr. Cole discussed it with Mr. 
William LeCompte of the Division, and an exchange 
of correspondence followed. I believe that we 
have already furnished you with copies of letters 

/between Messrs. Cole and LeCompte dated October 
I 10 and 19, 1984. Mr. Cole informs me that there 

was a third letter which he wrote to Mr. LeCompte, 
but we have been unable to locate the file copy 
among the records of First Maryland. Mr. Cole 
has also informed me that he had a total of three 
or four telephone conversations with Mr. LeCompte; 
that Mr. LeCompte informed him that, since the 
loan was "to facilitate" the business of the Asso- 
ciation, it was acceptable to the Divisioji. Mr. 
LeCompte was satistied with the propertie's being 
100% financed, so long as the loan was at a rea- 
sonable rate and was to a limited partnership in 
which the general partner had substantial net 
worth. 

(2) Patten Investments. The Association 
granted a $15,000 line of credit to Patten Associ- 
ates. The borrower was a limited partnership of 
which Mr. Cole, an officer of the Association, was 
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general partner. A total of $12,900 was drawn 
down against the line. Patten Associates also had 
a savings account at the Association, and interest 
payroents have been made against the loan from the 
savings account. I understand that, owing to the 
jsmall amount involved in this transaction, Divi- 
/sion notification may have been overlooked. 

I believe that this letter addresses the 
questions which were raised by you in your communi- 
cation of November 14th. Please let me know if there 
is any other information jvhich you might want. 

ruly yours. 

AMW:po 
4630.024 

-d M. Weiner 
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January 3, 1986 

Carl Gold, Esquire 
Office of the Special Counsel 
Suite 1513 
301 W. Preston Street 
Baltimore, Maryland 21201 

Re: First Maryland Savings & Loan 

Dear Carl: 

This letter will follow up on our meeting of 
December 20, 1985 and our several telephone conversa- 
tions since that time. 

During our conversation of December 23, we 
furnished you with information which addressed most 
of the questions whichyou had raised during our meet- 
ing. Since that conversation, we have spoken several 
times about the two matters on which I was still 
waiting to obtain information: the Indiana Avenue 
Limited Parntership and the purchase of notes by 
Julian Seidel from Steven Madeoy. I regret that it 
has taken me so long to obtain complete information 
about these two matters but because I know you are 
operating under a tight deadline, I would at least 
like to bring you up to date on the information I 
have obtained. 

You earlier requested that we furnish you 
with evidence of the full consideration paid by Mr. 
Seidel for the notes assigned by Mr. Madeoy. At our 
meeting on December 20th, I supplied you with copies 
of four checks, all payable to Michael J. Friedman, 

RECEIVED 

JAN 4 1986 

OFFICE OF 
THE SPECIAL COUNSEL 
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Esq., aggregating $74,000. Mr. Friedman acted as the 
settlement attorney in connection with the assignment 
of the notes. Mr. Friedman has indicated that he will 
send us a letter confirming this fact and describing 
the transaction. I will send you a copy of the letter 
as soon as we have received it. 

With regard to the 601 Indiana Avenue Limited 
Partnership, this project"originated and was struc- 
tured in the following way: The project was conceived 
by Robert Gueli of the Duro Construction Corporation 
and Ronald Freudenheim of First Maryland Financial 
Services Corporation. The objectives of the project 
were to earn loan fees and interest for First Mary- 
land as well as a return on First Maryland's equity 
participation in the project. The project also pro- 
vided the first securities syndication project for 
First Maryland Securities, Ltd. The plans for the 
project anticipated that persons affiliated with First 
Maryland would have only a minimal ownership interest, 
which would be derived indirectly from their associa- 
tion with one of the project's general partners. 
These general partners were to be Duro Construction 
Corporation, which held a one percent interest; and 
Maryland-WSC Limited Partnership, which also owned 
only a one percent interest. Maryland-WSC Limited 
Partnership was composed of Old Line Associates, which 
is a subsidiary of First Maryland, and four individ- 
uals also associated with First Maryland; Ron Freuden- 
heim; Julian Seidel; 'James Porter; and Gloria Meyers. 
In the aggregate, Old.lLine and the individuals thus 
were to own only a one percent interest in 601 Indi- 
ana Avenue. 

After the necessary work had been done to 
begin offering the syndication to investors, copies 
of the private placement memorandum, which offered to 
sell limited partnership interest constituting the 
remaining 98 percent of the partnership, were circu- 
lated to qualified individuals unrelated to First 
Maryland. Although there was a substantial positive 
response, it was not sufficient to complete the syn- 
dication and allow the project to proceed. After the 
offering to the unrelated parties, subscriptions for 
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the previously unsold interests were offered to mem- 
bers of the board of directors and employees of First 
Maryland or its affiliates. These interests were 
offered on precisely the same terms as had been of- 
fered to the unaffiliated parties. In order to allow 
the syndication to be completed, interests were pur- 
chased by Frank Calcara, Julian Seidel, Cyrus Katzen, 
Edward Dacy, Robert Corletta and James Porter. Mr. 
Calcara and Mr. Seidel each purchased an interest 
equal to 4.9 percent. Mr. Katzen, a director of the 
securities subsidiary, purchased an interest of 9.8 
percent. Mr. Dacy shared a 4.9 percent interest with 
an unrelated party, John Manougian. Finally, Mr. Cor- 
letta and Mr. Porter shared a single 4.9 percent in- 
terest. The sales of these interests allowed the pro- 
ject to project to proceed as had been represented to 
investors in the private placement memorandum. It 
also allowed the securities subsidiary of First Mary- 
land to collect the fees it had earned by virtue of 
preparing the syndication documents and to begin to 
become established as a viable securities broker- 
dealer. 

Once the syndication was completed, the pro- 
ject received an original acquisition and development 
loan at a 14 percent annual rate of interest from 
First Maryland in the amount of $4,600,000. In accor- 
dance with the original intention at the time the 
project was conceived,'this loan was subsequently 
converted to permanent financing. The terms and con- 
ditions of this loan,.including its annual interest 
rate, were comparable'in all respects to loans gen- 
erally available at the time for projects of this 
type. Moreover, First Maryland earned $92,000 in loan 
fees by virtue of funding the project. Thus, partici- 
pation in the project was highly beneficial to First 
Maryland and its depositors. The ownership of small 
interests in the project by individuals who were af- 
filiated with First Maryland did not prejudice the 
association in any way; to the contrary, tne invest- 
ment in the publicly offered shares, at the same 
prices paid by the public, was for the purpose, and 
had the effect, of allowing First Maryland to engage 
in a highly attractive business arrangement. 
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We would be pleased to discuss these or re- 
lated matters with you at any time, and I hope you 
will call me if you have additional outstanding ques- 
tions . 

Sincerely yours, 

ELB:ps 

2366 f 
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January 3, 1986 

Michael J. Friedman, Esquire 
P. 0. Box 2251 
Rockville, Maryland 20852 

Re: First Maryland Savings & Loan 

Dear Mr. Friedman: 

As I mentioned to you in our recent con- 
versations, the Office of Special Counsel has re- 
quested us to supply information with respect to 
the consideration paid by Julian Seidel for the 
notes which were executed by various borrowers, 
made payable to Steven .Madeoy and assigned to 
Julian Seidel by Mr. Madeoy. 

We have already supplied the Special 
Counsel with copies of four checks from Mr. 
Seidel made payable to you. Copies of those 
checks are also enclosed herewith. Our under- 
standing is that the checks were made payable to 
you because you acted as settlement attorney in 
the transactions. 

I should appreciate it if you would send 
us a letter at your earliest convenience in which 
you confirm the receipt of the funds and in which 
you outline the transactions. I understand that 
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you have drafted such a letter but I have not as 
yet received it. 

Very truly yours, 

Ethan L. Bauman 

ELB:po 

Enclosures 

CC: Carl Gold, Esquire 
Office of Special Counsel 
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STATE OF MARYLAND 

c 

FREDERICK L. DEWBERRY 
SECRETARY 

department of licensing and regulation 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
THE BROKERAGE - SUITE 800 

14 MARKET PLACE 
Baltimore. Maryland 21202-4076 

J01/65»-«JJO 

January 2, I985 

Mr. David P. Cole 
Vice President 
First Maryland Savings & Loan 
1103 Spring Street, Suite 800 
Silver Spring, Maryland 20910 

CHARLES H. BROWN. }1 
DIRECTOR 

WILLIAM S. LECOMPTE, Ji 
deputy director 

Dear Mr. Cole: 

LtT? y0?rJ!;tter ?f December 27th regarding the proposed loan to Mr. ^eiael. I did not deny your request on the basis of federal tle-ln 
provisions or the commercial tie-in provisions but on the basis of 
Section 9-307 of the Financial Institutions Article concerning the 
conflict of Interest to officers and directors. The Code requires 
that loans to officers and directors be secured by collateral appraised 
by a disinterested appraiser and that the appraisal be approved by the 
Division Director. 7 

1 sent you a copy of an opinion from our counsel regarding loans to 

?aHonr^ha dlwCt0r!\ As cou^se, Indicated, regardless of the regu- lation the conflict of Interest statute. Section 9-307 of the FIA 

! ,t0 "I' SefdeK The deregulation does not supersede 
Mr, a"™? sect on of the Code and there are requirements under Sec- tion 9-307 regarding the appraisal of collateral which would restrict 
the association from making an unsecured Insider loan. I believe our 

yourSsltuat?on expressed ln his ,etter of September 1A, 1984 covers 

^ therefore, I csnnot 3pprove the request. 

Very truly yours, 

MaaJU // 
Charles H.'Brown, 
Director 

CHB: kg ^11-4 A 4 343.' 

Baltimore metro area 6S9-«3jo 
outside Baltimore metro area 
TOLL-FREE 1-flOO-«92-732t 

2 ? ? 7 

TTY FOR DEAF 
BALTO. APE* 383-7553 
O.C. MFTPO 
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FREDERICK L. DEWBERRY 
SECRETARY 

( 

STATE OF MARVLAt.'O (. 

c 

department of licensing and regulation 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
the ePOKERAGE - SUITE 600 

14 market place 
8A LTIMORE. MA RY t_ A NO 21 202*4076 

30l.'«59-€330 

CHARLES H. BROWK 
DlntCI OK 

WILLIAM S. LECOMPTI 
DEPUTY OIRECTOI 

Oecember 2A, 1984 

Hr. David P. Cole 
Vice President 
First Maryland Savings & Loan 
1109 Spring Street, Suite 800 
Silver Spring, Maryland 20910 

Dear Mr. Cole: 

This Is In response to your letter of December 19, 1984, wherein you 
advised the Board of Directors of the association approved a cocmier- 
clal loan in the form of an unsecured line of credit to Julian Seldel 
In the amount of $300,000. 

There has been some question whether our State-chartered associations 
can make unsecured loans to officers, directors and controlling persons 
in view of the prohibitions set forth In §§9-307(a)(2) and 9-323 of the 
Financial Institutions Article. This matter was referred to our counsel, 
ohn C. Cooper III, Assistant Attorney General. It is counsel's opinion 

that the prohibitions on unsecured insider loans as set forth In the 
Finaricial Institutions Article remain effective and that the federal 
tle-In provisions do not supersede the prohibitions. Copy of Hr. Cooper's 
etter dated September 14, 1984 to the undersigned is enclosed for your 

Inrormatlon. Based upon advice of counsel, I cannot approve the loan 
requested to Mr. Seidel. 

Very truly yours. 

(LL^jL* s / 
Charles H. Brown, 
Di rector 

CHB:kg 
Enclosure 
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—^ : -B#® MARYLAND  
^ r r SAVINGS a LOAN N 

A STOCK CO«I^omat«ON * 

301/588-6000 1109 SPRING STREET, SUITE 800 
SILVER SPRING, MARYLAND 20910 301/585-7676 

December 27, 1984 

Mr. Charles H. Brown, Jr. 
'--Director 

- S?Pfrtment of Licensing and Regulation 
°f ®^lding Savings and Loan Associations 

American Building, Seventh Floor 
231 East Baltimore Street 
Baltimore, Maryland 21202 

Re: Officer/Director Loans 

Dear Mr. Brown: 

necessarv 0t DeCember 24' 1984 "herein you found it 
Seidfl L S d^a,p.rOVC °ur request to make an unsecured loan to Mr. 

and hereby TsllAt'lnTf0ll0Win' information, 

beemI5°Pbrfu^CUred ■ 1?a? is in the nature o£ a commercial loan to 
tharSoula?iSn' ^ci-0an ^P^^ent. It is our understanding 
that: 09.Oj.01.51 pertaining to commercial lending provides 

!"ay invest. in any investments permitted to a 

Loan AssoJ!fi^U i" t^ls State provided that the Savings and 
banking institution? conditions required of an investing 

to mfkin^f^0,^: the =0r"Cial baling "tie-In" upon which we rely 
Reterence ^ i?a" t0 Mr: £eide1' n°t the Federal "tie-In". 
Annotated , t^c Flnanclal Institutions Chapter of the Annotated Code of Maryland provides that: 

emDlo"^U^ed <1) A loan to a director, officer, or 
has h^r « 3 ha^ktng institution may be made only if the loan 
minutee „?ppr0ve .by a/esoluti°n adopted at and recorded in the minutes of a meeting of: 

lue b0ard 0f directors ot the banking institution; or l-i) The executive committee of the banking institution, if that 
. committee is authorized to make loans. 

aonrov^r iS,fPSroved by S" e5:ecutive committee, the loan 

next noettog "ported to the board of directors at its 

iiie6 ! 22?',! A43440 , 
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Mr. Charles Brown, Jr 
December 27, 1984 
Page Two 

<d) 

(2) 

(e) 

unIerdthirseluo"ZuSb|nr.e-ten5i0nS-- (1» A made 
by the board of directors^ reVlewed ev«y («) months 

o^extension has bLrapproved b"ended "nless the renewal 
meeting of the board of director^ * Resolution adopted at a 
minutes of the meetingf dlrectors and recorded in the 

employee^f^^anking^nititSt^ a director' officer, or 
limitations t0 ^ 

Maryland Code Annotated 5-512 (Cum. Supp. 1584) 

estate securerioMsemade%yenvingshMdbLtWee? the traditi°!lal real 

Saving^an^Loan^AssoGiation^b 6 ®S"®^ap®rmitted0tot0 

banking "tie^/^hl lonlwerLf^9?1"1^ and ^ ^trtlaT 
different types of loan«5 aya ^ f ? underwriting each of the 
dift®rent action by the individua^board^^f<md would require a ( 

SUSS in ^„XCa^ntB|refeel th 

would appreciate your approval of the loa'n'to^hf^^8 ^ 

discuss
dthi°tmatter"urther05riit0 jlinUy^nar" ^h" W°Uld lilte to 

jointly analyze the current law. 
Very r^pect/ully, 

   
David E. cole 

Vic^^resident 

DPC:Im 

0^ 
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^ STOCK COA^O^atiom 

•^88-6000 1 ^ SPRING STREET. SUITE 800 
SILVER SPRING. MARYLAND 20910 301/585-7676 

-aceinber 19, 1584 

'rect"1" H- Br0™' Jr- 

.vision"^0Buildin Sic9 ?nd Be9ulotion 

?£tt I"?""5' ®€v®nth^Floor l0an A6s°ci«i™= Baltioore Street 
itimore, Maryland 21202 

* 

Officer/Director Loan 

^• Brown: 

® ^6 adv' sed ^ha+- 
=tion 5-512~of the Rf^ulation 09.05.01.51 and 

^rectors, by resolutlBITTdopled^t ^ Y ' the Board of 

> meeting on November 20 1984 c "c?rded in the minutes of 
nnercial Loan in the fo™ 11 ( * Sexdel abstaining) , approved a 

«. Seidel i» tL tSncLl, u"secu5e<3 1^6 of credit to^r 
-erest at one (1%, percent^ £r ^ 0f *300<°°0.00 bearing 

Natio»«l Bank. This loan shTithe.Prim€ Ending late of 
by the Board of Directors as re^irld^y"^ SiX (6} 

^ase do not hesitate t 

conunenti^feg^rding this^atteJ;113 in the event you have questions 

trulv. 

i^/P. Cole 

>/President 

Ixn 

22.^1 
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September 14, 1984 r'Cf'' 

SEP 17 

Charles H. Brown/ Jr., Director 

. Division of Savings and Loan Associations 
231 E. Baltimore Street - 7th Floor 
Baltimore, Maryland 21202 

Re: Unsecured loans to officers, directors 
and "controlling persons" 

Dear Mr. Brown; 

*ou request advice of counsel as to whether the 1983 

Jk VT 59-419 (c) to the Financial Institutions Article of tne code, providing that state associations are not prohibited 
trom making any investment that is permissible for a federal 
savings and loan associations", supercedes the prohibitions on 
unsecured loans to association officers, directors and 
controlling persons" established by SS9-307 (a) (2) and 9-323 of 

the Financial Institutions Article, in light of the more 
permissive treatment allowed federal associations under Federal 
Home Loan Bank Board regulations 12 CFR S563.41 - .45. It is my 

6pecific restrictions on these insider loans of 
co li?, f 9-323 remain valid and are not affected by the later S9-419(c). Assistant Attorneys General Robert Frierson and 

Michael Brockmeyer furnished you with an analysis of this area in 
their advice of counsel letter dated August 3, 1984. This 
concluded that the enabling act authority given the Board of 
Savings and Loan Commissioners to regulate the 20 specific types 
of investment granted by §9-419(a) was not superceded by the 1983 
enactment of §,9-419(0) as to the same types of investment when 
covered by different federal regulatory guidelines for federal 
associatons. The federal tie-in question was discussed as 
follows: 

We have carefully considered an 
interpretation of this subsection whereby the ^43443 
Board's express auc/?ority under section 
9-419 (a) would £>e displaced by or subordinated 22^ ° 
to a parallel syetew of fedeal regulatory 

b*ltikoki: uc-nz a 
Oil'jtwC IIIE8 TTYropct** 
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Charles H. Brown, Jr. 
September 14, 1984 
Page 2 

guidelines. This expansive reading of Section 
9-419 (c) is, in our opinion, not required by 
the plain^language or legislative history of 
this subsection. Especially in the absence of 
a clearer expression of legislative intent, we 
are reluctant to conclude on the record before 
us that the General Assembly intended to 
effect by simple amendment the virtual 
abrogation of state control over state* 
associations. We note that, in the past, when 
the legislature has intended to authorize 
parity with federal associations, it has done 
so in quite an unambiguous manner.* 

Significantly, an expansive reading of 
section 9-419(c) violates two well- 
established, cardinal rules of statutory 
interpretation. Repeals by implication are 
disfavored under Maryland law, and repeals not 
express will not be found unless demanded by 
irreconcilability or repugnancy. See Harden 
v. Mass Transit Adm.. 277 Md. 399 (1976), and 
cases cited therein. It is also an equally 
familiar rule that: 

where there is, in the same statute, 
a particular enactment, and also a 
general one, which, in its most 
comprehensive sense, would include 
what is embraced in the former, the 
particular enactment must be 
operative, and the general enactment 
must be operative, and the general 
enactment must be taken to affect 
only such cases within its general 
language as .are not within the 
provisions of the particular 
enactment. Maquire v. State, 192 
Md. 615, 623 (1949). 

Applying these principles to your inquiry- 
-and mindful of the legislative history of 
Chapter 678—we conclude that, subject to the 

* For example, section 9-420 provides "[n]otwithstanding any other provision 
of law and subject to the approval of the Board of Commissioners, a savings 
and loan association may raise capital under the same conditions and to the 
same extent as a federal association as if the powers were specifically 
enumerated in this title." 

223 ;.i M.-> 4 < <1 
0-1^ * 



c ( 
Charles H. Brown, Jr. 

• September 14, 1984 
Page 3 

antitrust considerations discussed in Part II 
below, the Board retains full statutory 
authority to impose standards differing from 
federal guidelines on all types of investments 
enumerated in section 9-419(a) other than 
investment in deposits insured by the FSLIC or 
FDIC 

% 

Consistent with the August 3 advice of counsel letter, you 
are advised that prohibitions on unsecured insider loans of SS9- 
307 (a) (2) and 9-323 of the Finajicial Institutions Article remain 
effective. 

Very truly yours 

John.C. Cooper, III 
Assistant Attorney General 

JCC:pjm 

ADVICE OF COUNSEL; NOT AN OPINION OF THE ATTORNEY GENERAL 
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• • • ^p.vp^d'.and' oo7W6--------Y$ir;0G"(3: uo )•------r'--c-princip,! surn of 

intcmi on tbe unpaid \V V *' * * * *  EtoUirj. with 
. OO/.lOCh—-(18 U* dtu of ihU Note, miU paid, at tbe rale of... Xigbteeo. fiM  

toip..... In coKccah, ^ .^o'tlundVerf• Vft "(ft'Mt-™1-- 
-.-.-r.-.-rr-T—    «... ftn*   r  

.*"****•• DoUtn (USt .^?A*.9P. ...).ootbe 

* ■■•■■■'■ "«•■• 

Mlice'to JkOT^'J11" N<« ^ P"" •*«» due tod miMini unpaid ifie, a diit ,pedteij by a 

•~l ^ H01 ^ U"~" I-" •> one Wcm. L 
«uch nodce U majkd^rhc * ^ not be ku than ihlrty diys from the due 
rffardltts of any prior for^^^l - ""l "'f'* 0p,i0n 10 aCCtkr,,€ durin« •nJ" ^ Borrow 
-n  .. ^ " rocaranee. If suit is broucht to collcct this Km? ihr Nm* K^M.r ,v.ii v..    

. .if^w "0 ""l"',his,hc No,c h<"d" "'•ll ^ "'i'1"1 "o 
Borrower t includmj. bu( not limiicd to, reasonable altoroey't fc«. , I . D0,T0wcr ahalJ pay k) the Note bolder a late cbarce of ten (10) . , 

installment not received byibc Note bolder within five (5) *J / •pe"x.nt of in)' monlh,y 
Borrower mav nrrrux. ik> • • ,    ^ af,er lhc >'»s««llmenl is due. 

•ny partial prcpayL^i^ ^2. OUlSUndinf in wholc orin ?»«• Tbe Note bolder may require that 
part of one or T iotl,,,mcnU •« duc ^ ("') be in tbe imount of that 
applied against ibe Drindn^ nU wh*h wouW be applicable to prindpal. Any partial prepayment shall be 
installments or chance ibe amoun^of OUlfl* f 1,1(1 shal1 n0, P0S,P0'>« ibe due date of any subsequent monthly 

Presentment ? iniullmcnts, unless ibe Note bolder shall otherwise agree in writing. 
hereof. This Note shall be iht prolctl "'bereby waived by all makers, sureties, guarantors and endorsers 
shall be bind nVu^m ^ obligation of all makers, sureties, guarantors and endorsers, and iiumg upon tnem and their successors and assigns. 

addressed ^B^rrmv^a^^lK Pm^m^Add' *" thal1 ^ giVen by H1"1'"* SUCh n0ti" by ccnjficd mail 

notice lo (he Note bolder An ,■ ,C" * ow'or 10 iuch olhcr *ddress as Borrower may designate by 
return recci^. rlc^d L ^ITZX ' ^ ^ ^ b) ^ *uch — by certifiS mail, 
address as may }«ve ^ . *' «hc address staled in lhc firs, paragraph of ibis Noic. or a. such other 

Th/* oe^grMted by notice to Borrower. 
evidenced by this Note is secured by a Deed of Trust, dated.. .Qc t9t>Pjr 2.4. t.} 90.4.. 

evidenced by this Note."rcfcrence " 10 ^ o{ Trus, for « «o acceleration of the indebtedness 

HEREIN?^ PE0VISI0NS ^ SET POR™ ON THE REVERSE SIDE HEREOF AND^RE INCORPORATED 

(^3+c&r?^r?. .J?ff^4r1r'.*r:. rT (Seal) 
Charles L. Henry 

 ^203 Offut Drive ' c ^e<S' 
   v ^ ^ - ^ • • • • ... (Seal) 

Shlrley^lenry     JT ' 

 Suitland, MD 20746 " 

j Property A^drcu  (Sca^» 
'* (Execuie Original Only) 

V 
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MJ.    - 

■ ■ , ' NOTE 

uss...i9,iioo-oa....  Waihingion, D.C. 

October 23, 1964 

FOR VALUE RECEIVED, Jhc undersigned ("Borrovkfr*") promisc(i) to pay  
;  :§TFy»i.Ft.^J5QX     or order, the principal mm of 

' ; • • • ■NineteAU. JbausAnd .and. AO AOO.-.-rr.-. ($19v.O OA. OO) r-n ▼ f-.n ▼ rv^ v r% IJolIars, u-iih 
interest on the unpaid principal balance from the date of thii Note, until paid, at the rate of.. £igJiteei)- <md- • • 

• -OOyiOflTiJL6«A0ftJ.pMtent per anoum. Principal and interest shall be payable at. .^?0. AYPWe 
..../PAO* .Sflyer Spr^ .KaryJ^.d .?Q^p. or wch 0,her place as the Note holder may 
designate, in consecutive monthly installments of Xva .Hiiodred .Eighiyr-f iva . and. 00 /AOO^- 
."r.-.-r-Trr.Tr-T---t.Doll*r* (US $ 2fi5 , £10 }, on the... If t  

 dayof«acb month beginning .December..!   19.. £.4 Such monthly installments 
shall continue until the-ciuifc fatdebiedncts evidenced by this Note it fully paid, except that any remaining indebted- 
ness. if not sooner paid, chatl be^ue and payable on. . 1985  

If any monthly installment under this Note is not paid when due and remains unpaid after a date specified by s 
notice to borrower, the entire principal amount outstanding and accrued interest thereon shall at once become due 
and payable at the option of the Note holder. The date specified shall not be less than thirty days from the date 
such notice is mailed. Tbe .Note holder may cxercise this option to accelerate during any default by Borrower 
regardless of any prior forbearance. If suit is brought to collect this Note, the Note holder shall be entitled to collcct 
all reasonable costs and expenses of suit, including, but not limited lo. reasonable attorney's fees. 

Borrower shall pay to the Note holder a late charge of  percent of any monthly 
installment not received by the Note holder within fly.e.. (5) days after the installment is due. 

Borrow may prepay the principal amount outstanding in whole or in part. The Note holder may require thai 
any partial prepayments (i)^be made on tbe date monthly installments are due and (ii) be in the amount of that 
part of one or more monthly installmenls which would be applicable to principal. Any partial prepayment shall be 
applied against the principal amount outstanding and shall not postpone the due date of any subsequent monthly 
installments or change the amount of such installments, unless the Note bolder shall otherwise agree in writing. 

Presentment, notice of dishonor, and protest are hereby waived by all makers, sureties, guarantors and endorsers 
hereof. This Note shall be the joint and several obligation of all makers, sureties, guarantors and endorsers, and 
shall be binding upon them and their successors and assigns. 

Any notice to Borrower provided for in this Note shall be given by mailing such notice by certified mail 
addressed to Borrower at the Property Address stated below, or to such other address as Borrower may designate by 
notice to the Note bolder. Any BOticc to the Note holder shall be given by mailing such notice by certified mail, 
return receipt requested, to tbe Note bolder at tbe address stated in the first paragraph of this Note, or at such other 
address as may have been designated by notice to Borrower. 

The indebtedness evidenced by this Note is secured by a Deed of Trust, dated. . 2.3«. A98.4..... 
   and reference is made to the Deed of Trust for rights as 10 acceleration of the indebtedness 
evidenced by this Note. 

ADDITIONAL PROVISIONS ARE SET FORTH ON THE REVERSE SIDE HEREOF AND ARE INCORPORATED 
HEREIN, ^ 

 (Star) 
Thomas Gee 

fW ii. .UUI. .. ,N. K   (Seal) 

Margaret Gee 

 (Seal) 
Property AAJreu (Execute Oriiinal Only) 
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NOTE 

USJ.. 2Q/OOP...QQ 
I 

City 
■, Maryland 

I 
i-\ 

• > 

•. 

i. 

November 29, o* 
i       

• • lhc l'"dmi|"cd „ p., 
. ■ .TWSTV • b-„V Vi^V. ihe princip.',Vum of 

' ^.-..h,, '-'^^Threa H™dri a
0;roa^/flt";"----Lh0JdCr ma-v 

r Sr 
'"•ny ***■* «"■■ . j" .J. fa? 'ny rCn"inin£ i"11"""1- 

^J"'0 Borrower. Ibc by . 

- P«yabJe at lhc option of the Note holder- Tho dair •« •ccruc<l «nterc« thereon shall at once become due 

:rV mti,Cd- ^ ^e holdcrmay c^rc^Tf. ^ ^ ** ^ ^ f™ '"da"c 
' d 0f Prior ^rt>€«rance. If suit is bro.ich. m 1°" v'.0 accc,cra,c durinE «"y default by Borrower 
5 •" reawnaWe c^,, Clpcnsc! of no7 " N<"t- "" ^ h°l■'" ^ •" 

Borrower shall pay to the hjnlr i . no1 ,lmiIcd to. reasonable attorney's fees 
'nsiallment not recci^w k v! fx^der a late chargc of ten (10) y *"• "c^ not received by the Note holder within five (5)    of any monthly 

anv prcP*y ,bc Principal amount outsiandinV in ^V. "• dayS af,cr ,hc '"bailment is due. 
'Z I,•,ra•l P"P<ymcnu <i) be madcon .he Ja,c ^ T, 0r ^ N«' koWor may retire ,hal 

m0" """IWyinuallmenls which would SUT m'"'5 "■ ^ in lhc of lhal 

iSlTT T l"incip>' oontandinf and sLl „o, ''T'^1 A"'V Par"'" prepayment shall be 
LZT.0' *"* "* "»« ^h ins,alf„«s or,LT h^ri t ^ *•« * subsequcm moo.hlv 

hr,J, ZL ZC"'- *** of dishonor, and prorey LT.'"hll , . •""" sha" 0,hc™^ h wH.ta{ ' 
be biodi N0'': ^ ',l<'ioinl i",d scveral oblipaiion of all mal i'" s''rc,'ts- PMramor. and endorsers 

bm
A

d'nf "P0" ■bcm •"d 'heir soeeessoo, and assies t«"nlorS and endorsers, and shall 

Ihc^Md' ,h^°^ AZ^ed belo^'or ^ oiler 7" "0,ieC ^ »»» 

have boc. by Mict 10 Bo™^ ,hC '"W «' ">» "0,0. or a, soch o.hcr address asZ 
1*0 indebtedness evidenced by this Note K sccurcd hv n rw i f t 

eWdeocodbiihUNr ^ ^ ^ -o" '^s a^'.ee^^ 

INCORPOMTEDRffi^jNN£ AR£ SET FORTH ^"S^ERSBTSIDE H^OF AND ARE 

■ ■ 10 341 .Maypole, .Way 

Columbia, Maryland 

f'openy Addrcu 

(Execute Original Only) 
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is warranced and stipulated that the loan hereby secured is transR,^ed 
solely for the purpose of carrying on or acquiring a business or commercial 
investment within the meaning of the Truth in Lending Act and as provjjjfied 
Section 12-103 of the Code of Maryland. 

THE PRINCIPAL BALANCE OF THIS TRUST SHALL BECOME DUE AND PAYABLE IN 
ALL OR ANY PART OF THE PROPERTY IS TRANSFER 

BjECOf 
RRED BY THE MAKER HEREOF. 

UPON NON-PAYMENT OF ANY INSTALLMENT WHEN DUE AND PAYABLE, BY MATURIT1 
ACCELERATION, OR OTHERWISE, SAID INSTALLMENTS SHALL BECOME DUE AND 
PAYABLE WITH INTEREST PLUS AN ADDITIONAL TWO PER CENT (2%) PER MONTH1 

OR FRACTION THEREOF, ON THE UNPAID BALANCE WITHOUT NOTICE AT THE OPT^ 
OF THE NOTEHOLDER UNTIL PAYMENT HAS BEEN MADE IN FULL. ^ 

Any default in insurance, taxes or any existing indebtedness will 
accellerate the balance of the indebtedness due the same as if defa\ 
were made in this indebtedness. 

If this note is indefault and is refered to and attorney for collect! 
Borrower agrees to pay attorney's fees in the amount of Twenty perc^ .t 
(20%) of the amount due plus court costs. 

There is a $20.00 (twenty and no/00) return check fee. 

1 * 

* t 
t 

f 

* 

f 

Preston Bruce, Jr. 

Kellene U. Bruce 

j 
p 

PAY TO THE ORDER OF JULIAN SEIDEL, WITH RECOURSE 
4 

STEVEN F. MAD 
PAY TO THE ORDER OF FIRST MARYLAND S AND LOAN, INC. WITHOUT RECOURSf 

& * * V V, 

Julian Seidel 

22 4 j 
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k ' ■ 

THIS ASSIGNOUTfr ASD SECUHITT ACREEHEHT U . / 

,9e5 by 4nd ^ 5 this A. day of 

"Bank") and Jul1an M. Sei ^ and and Loan (hereinafter 
(hereafter "Borrower"). 

. Tk £ I £ 1 I A L S; 
The has requested a H , 

? 0f *«.750.00. ne 0 Cred1t from the Bank m the amount 

* 8. The Sank has agreed i 

> that ^y-ent of the loan be ^ BOrrOWer ^ COnd1t,on 

«' „ zz?:° -—•« - 
MHE OF nrn-Tftp ue to the Borrower from; 

amount 

^ SIEffiE MS mmru^ 

TO'SS '««/« £ J^ves 
*"*' i1:S '«»» S 'W'n 

"0" ««£««£, of 
^"/e, '«■ >^|| 

0ther Va'U',t),e ""deration received by 6o Mn ^ ^ ^ ^ 'Orr0*'er 

f0[^: ^ BOrr0*er' "* Parties hereto agree as 

'■ The *b0ve citations are true and 
« ,f recited 1„ their entirety. COrreCt and are ,ncorP<"-«ed herein 

2* ^r valuable consldor,^ 

10 ^ of ^^nZzzr^for repayTnent by the eorrower 

t#er,on <M "• re"e""! - .»e r.™ 

  Borro„rh' "her B.rr«r t0 

.. B„t , 
to Borrower n 0 't'nd whatsoever wM k 

« «0 .* Co„tr.cts ,tUMM ^ "• *•"* -> W 

TT' "icr,'^""»Vir *"d pr°,'i,0"s ^ ,'e 

or-r uz:::::zrzr-- ■» 

'1m,7 t0, 018 Sl8n1n9 of f^nc1n9 staZtr:: 4SS,9ned, 1nC,Ud1n9 bUt n0t 

5- This Assignment and Security Aa eqUeSted ^ eank- 

st,|Ml)
e™n, " "« shall 

'""""" " I" .ru.., t, " "*re""<'er' °r ™,,, »'«• 
6- Th<s Agreement shall be bin^i 

IN W,TNESS this Assignment and Se . 
" of the day and .ear f1 t ^ A9re^nt h" ^ 

. 'T ^ Wr1t^ 

IIIEIO 
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Maryland Savings-Sliare Insurance Corporation 

TO: Board of Directors 

FROM: Ann Franetovlch Y 

Financial Analystx^ 

DATE: April 19, 1985 

The following associations have not filed an S/L 200 for the period 
ended March 31, 1985: 

Back and Middle River 
Kent 
Lansdowne 
Madison Square 
Mariners 
Old Court 
Regal 
Slovan 
Republic 
Spartan 
Wei 1 ham 

Up-to-date Rules Violations Reports and MSSIC Net Worth Comparison Report 
will be distributed at the meeting of the Board of Directors. 

AF/lsk 

IIIEll 

221:1 
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STATUS REPORT 

AS OF APRIL 19, 1985 

FOR THE PERIOD ENDING MARCH 31, 1985 

NET WORTH RULE (3.75%) 

CHESAPEAKE 

BALTIMORE AMERICAN 

CUSTOM 

GIBRALTAR 

FIRST MARYLAND 

MUNICIPAL 

CHEVY CHASE 

LIBERTY 

OLD COURT 

Staff has notified association of violation. 

Staff has notified association of violation. 

Association antipates reaching a level of 3.75% by April 
30, 1985. 

The association's attorney has advised that the 
association is proceeding with the proposal for a stock 
offering to raise capital. 

Association is in the process of developing a preferred 
stock offering. Anticipate this to be consummated in 
the next 3 months or more. 

Staff has sent a letter requesting a plan for compliance 
to be submitted by April 30, 1985. Association has 
indicated a plan will be submitted May 13, 1985. 

Currently under Insurance Agreement; Board action on 
non-cash capital contribution proposes allowance of $28 
million, but no use of MSSIC debentures and 
accretion/amortization of discount and goodwill from 
acquisition of GSSL to be on match (equal term) basis. 

Insurance agreement executed February 22, 1985 and 
subsequently delivered to MSSIC. 

Association has not filed an S/L 200A for the period 
ended March 31, 1985. 

LIQUIDITY RULE (6.00%) 

JOHN HANSON 

FIRST MARYLAND 

22 4 G 

First month violation. Staff will monitor. 

First month violation. Staff will monitor. 
00012364 



SECOND NATIONAL 

MERRITT 

RIDGEWAY 

REGAL 

Association has adopted a restricted policy with respect 
to the acceptance of commercial loan applications. 

First month violation. Staff will monitor. 

First month violation. Staff will monitor. 

Association has not filed an S/L 200A for the period 
ended March 31,1985. 

DELINQUENCY (4.00%) 

General Note: Except for specifics noted below most associations listed for the 
month of November have been filing schedules. Staff will follow-up on those who are not 
currently filing. 

ADMIRAL-BUILDERS 

BALTIMORE AMERICAN 
Staff to request a schedule of delinquencies from each 
association. 

MARYLAND PERMANENT 

CHESAPEAKE 

BORROWING POLICY (15.00%) 

SECOND NATIONAL 

COMMUNITY 

Association reports that as of April 10, 1985, 
borrowings have been reduced to 15.8% of savings. 

Staff to notify association of violation. 

LENDING (40.0%) 

OLD COURT 

SEVERN 

JOHN HANSON 

COMMUNITY 

LIBERTY 

Association has not filed an S/L 200A for the period 
ended March 31, 1985. 

Details of allowable exemptions reflect ratio of 31.19%. 

Staff to request details of allowable exemptions. 

Staff to request details of allowable exemptions. 

Association reports $700,000 loan being carried out in 
these loan totals when it is actually Real Estate Owned. 
Association is waiting for advice of counsel and 
accountants on the handling of the matter. Adjustment 
reflects ratio of 41.54%. 

2247 
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GIBRALTAR 

MUNICIPAL 

MERRITT 

FIRST MARYLAND 

Details of allowable exemptions rellect ratio of 41.49%. 

Staff to request details of allowable exemptions. 

Staff currently attempting to complete a review of all 
matters pertaining to rule and law violations. 
Anticipate a meeting to be held with principals prior to 
April 24, 1985. 

Plan received and found acceptable by MSSIC Staff. 
Association anticipates compliance by September 30, 
19S5. Staff :will monitor for significant improvement at 
60 day intervals. 

CONSTRUCTION RULE (25. 

OLD COURT 

SEVERN 

MUNICIPAL 

COMMUNITY 

MERRITT 

00%) 

FIRST MARYLAND 

Association has not filed an S/L 200A for the period 
ended March 31, 1985. 

Details of allowable exemptions reflect ratio of 16.75%. 

Staff to request details of allowable exemptions. 

Staff to request details of allowable exemptions. 

Staff currently attempting to to complete review of all 
matters pertaining to rule and law violations. 
Anticipate a meeting to be held with principals prior to 
April 24, 1985. 

Plan received and found acceptable by MSSIC Staff. 
Association anticipates compliance by September 30, 
1985. Staff will monitor for significant improvement at 
60 day intervals. 

COMMITMENT & L.I.P. (25.00%) 

POTOMAC 

MERRITT 

Staff to notify association of violation. 

Staff currently attempting to complete review of ail 
matters pertaining to rule and law violations. 
Anticipate a meeting to be held with principals prior to 
Arpil 24, 1985. 

AF/law 

2248 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

SPECIAL MEETING OF DIRECTORS 

MONDAY, APRIL 18t 1983 

A special meeting of the Board.of Directors of Maryland Savings-Share 

Insurance Corporation was held on April 18, 1983. The meeting was conducted 

by conference telephone equipment that enabled all Directors participating 

In the meeting to hear and speak to each other at the same time. 

The following Directors participated: 

Leonard Bass Henry R. Elsnic 
Joseph P. Carroll John.D. Faulkner, Jr. 
Michael J. Dietz James D. Laudeman, Jr. 
Jerome F. Dollvka . Judith H. Miles 
John C. Donohue, Sr. Ter^y L. Neifeld 

Not participating: 
* 

Frances F. Anderson 
.. . t. 

Others Participating: Ralph K. Holmes, Senior Vice President; Patrick M. 

McCracken, Administrative Coordinator. 

Mr. Faulkner called the meeting to order at 10:28 A.M. Mr. McCracken* 

acted as Recorder. 

Mr. Holmes indicated that the purpose of this special meeting is to 

consider and act on the issuance of MSSIC savings insurance for United Savings 

Association. 

He detailed the following information: 

1. On Thursday, April 14, 1983 the Board of Savings and Loan Association 

Commissioners approved the application to organize United Savings Association 

subject to the approval of MSSIC to provide savings insurance. 

IIIE12 
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2. The following is the list of Board Members of United Savings 

Association, their personal net worth and the percentage of stock they are 

to purchase: 

Pi rector 

Harry Leavy, Chairman 

Michelle Leavy, Director 

Stuart Kaufman 
Katz Supermarkets 

• 
Melville Levinson 

Lamps Unlimited, etc. 

Richard Oubin 
Dubin.Developers, etc. 

Stephen R. Grayson 
Attorney, Real Estate 

. Sallee Rigler 
- WRC Talk Show Host 

Personal 
Net Worth 

$1,176,000 

$3,835,000 

$. 870,000 

$ 464,500 

Unknown 

$4,750,000 

$ 445,000 

% of Stock 
Owned 

7.5 

2.5 

2.5 

1.3 

2.5 

5.0 

Unknown 

. 3. Police records, personal investigations and credit records are clear 

on all organizers. 

4. Mr. Holmes indicated that he visited the location to be occupied 

by United Savings Association at Twinbrook Office Center, S.E. corner of 

Halpine Road and Rockville Pike, Montgomery County. He said it was in a 

five-story office complex adjacent to a multi-story Holiday Inn, near Metro 

stop. He also said that United will have what appears to be a choice locati 

of approximately 1600-1800 square feet on the front corner of the office com- 

plex. He added there appears to be no provision for drive-up facilities. 

5. Mr. Leavy is the former president of United Federal Savings and 

Loan Association. Therefore, he does have some savings and loan experience.^ 

6. The association will be capitalized by $2 million in stock and • 

begin operation with $1 million in savings. 

22r.n 
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Mr. Elsnic stated that it was the reconmendation of the Membership 

Committee from its April 13, 1983 meeting that the Board approve the issuance 

of MSSIC savings insurance for United Savings Association. 

Mr. Neifeld asked if the directors previously listed and their given 

percentages of stock to be purchased, which totaled only about 20% of the whole, 

were the major purchasers of the stock. 

Mr. Holmes answered that approximately 20% of the stock would be in the 

hands of the directors of United Savings Association. 

Mr. Oietz asked for clarification as to the $2 million In stock and 

$1 million In savings. Mr. Oietz added that he was concerned about undercap- 

italization occuring due to accelerated growth such as had been the case with 

Bay State Savings and Loan Association, Inc. 

Mr. Holmes reviewed the beginning dollar figures in both cases which 

he explained stood United Savings Association in good stead as regards potential 

accelerated 'growth. 

Mr. Neifeld asked if this association would be a private or public stock 

company in the SEC sense. 

Mr. Holmes answered that'it would be private and he added that we will ~ 

get a complete list of all the stockholders, which he indicated was the staff's 

current procedure in these cases. 

Mr. Laudeman restated the previously mentioned concerns as to any one 

individual owning more than 10% of the stock of this association. 

Mr. Neifeld asked what attracted this association to MSSIC rather than 

FSLIC. 

Mr. Holmes answered that he believes they perceived faster approval from 

MSSIC and that they perceive MSSIC to currently be a less regulated environment. 

He added that these perceptions together with all the authority which parallels 



11! 

the federal associations is also seen as a benefit on their part 

Mr. Elsnic asked if the organizers of this association had submitted 

a pro-forma for the next six to twelve months through which the MSSIC staff 

could monitor their performance. 

Mr. Holmes Indicated that it was not in his packet but that the staff 

would obtain a copy of the pro-forma. 

Some general discussion took place regarding Mr. Richard.Dubin, President 

of Dubin Construction Co.. etc. and the fact that he was Involved in part of 

the building of Ridgely's Delight and other projects. •r 

Asking If there were any further questions and hearing none. Mr. Faulkner 

asked for a motion. 

I Mr- Bass m6e a ,notl'on t0 approve United Savings Association as a member 

4 .0^ Mar<yland Savings-Share Insurance Corporation and therefore also the 

. ^ ^ approval to issue MSSIC savings Insurance to that association. 

Ms. Miles seconded the motion. 

Mr. Faulkner asked any Board member who objected or who desired to 

abstain to speak. Hearing no objections or abstentions, Mr. Faulkner stated 

that the Chair can then assume that the Board has cast a unanimously favor- 

; able vote to issue MSSIC savings insurance to United Savings Association. 

j " - 
| Ms. Miles asked about the disposition of First Maryland Savings and 

Loan, Inc.'s net worth violation. 

Mr. McCracken stated that an executed insurance agreement (by and 

between MSSIC and First Maryland) was delivered to the offices of the Corpo- 

ration on Friday, April 15, 1983. 

The business of this special meeting of the Board having been conclude*^ 

Mr. Faulkner called for a motion to adjourn^*,—Sasyraxje the motion and 

the meeting adjourned at 10:44 P.M. /( , J[/ / / // / [ 
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TO: Board of Directors 

FROM: Ann Franetovich 

Violations Status Report 

DATE: October 29, 1984 

ending^pt^T Vfolations Status Report for the period 
meeting. ' ** the last Boart of Directors 
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STATUS REPORT 

AS OF September 30, 1984 

NET WORTH RULE (SECTION 3-21 i) 

/ 

KENT 

RIDGEWAY 

EASTERN SAVINGS 

MUNICIPAL 

CHEVY CHASE 

LIBERTY 

CUSTOM 

UNIVERSAL 

Submitted plan. Proposes to achieve level of 
3.9% by 12/31/8$. Plan will require 3 month 
waiver of liquidity rule to ensure attainment of 
net worth level. Plan approved August Board 
meeting. 

Proposed stock conversion. 
approvaL 

Awaiting Division 

Staff issued cease-and-desist letter, re: 
advertising. Association has requested meeting 
with staff on 10/23/84 at 1:30 p.m. Staff wiS 
foliow-up and advise. 

Under Insurance Agreement with plan approved^^ 
by the Board of Directors. The plan indicatejB 
3.00% net worth by 12/31/8$. Association is 
ahead of projections; now over 3.00%. 

Currently under Insurance Agreement; status of 
second Insurance Agreement not yet determined; 
Association proposes recapitalization through 
stock swap with Mortgage Servicing 
Corporation. Stock swap proposal conditionally, 
approved by the Division and is to be presented 
to MSSIC Board. 

Currently under approved Insurance Agreement 
through 12/21/8$. 

Staff issued cease-and-desist letter, re: 
advertising. Association response: 1) reduce 
interest rate, 2) reduce scope and extent of 
advertising, 3) change emphasis of advertising. 
Association submitted plan on 10/12/8$ which 
reflects they will achieve 3.75%+ by 7/31/85. 
Staff to pursue plan for more timely compliance. 

Staff to notify of violation and require plan for 
compliance. 
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LENDING (^0.0%) 

COMMUNITY 

FAIRFAX 

FIRST MARYLAND 

GIBRALTAR 

municipal 

OLD COURT 

SHARON 

SEVERN 

LIQUIDITY RUI.F (6.00%) 

MADISON & BRADFORD 

MUNICIPAL 

FIRST MARYLAND 

CHESAPEAKE SAVINGS 
CITIZENS ALLIANCE 
GIBRALTAR 
HULL STREET 
LOCUST POINT 
PARK VILLE 
PUTTY HILL 
RIDGEWAY 
SLAVIE 
SYKESVILLE 
WEEKLY 

byT/Sl/si^' Association t0 e"ect compliance 

Staff to send letter requesting compliance. 

^ciafes.*" deVel0ped by Kaplan' ^.h 

0* al,.0YabJe exemptions reflect ratio of •»u.vz%. Anticipate compliance in October. 

0f aIlowable exemptions reflect ratio of Anticipate compliance in October. 

Association reports not making commitments. 
Staff has requested updated list to determine • 
progress toward coming into compliance. 
Association also reports attempting to sell 
participations or whole loans in these categories. 

in/Mt/£eq,J?Stins details 00 exemptions sent 10/1&/84. Response due 11/5/8$. 

Allowable exemptions exist in amount sufficient 
0-l

e compliance. Adjusted categories 
reflect ratio of 3$.55%. agones 

Received plan. Association will restrict 
lending further by increasing interest rates 
on loans. If savings flows remain stable 
anticipate compliance by 4/30/85. 

Staff met with management. Anticipate liquidity 
to be corrected within 30-60 days. 

Letter issued 10/18/8^. 

Letter issued 10/23/8$. 

»- ■ * 
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CONSTRUCTION RULE (25.00^ 

COMMUNITY 

COWENTON 

FIRST MARYLAND 

OLD COURT 

SEVERN 

COMMITMENT and L.T.P. (25.0096) 

MUNICIPAL 

BORROWING POLICY (15.0096) 

FIRST PROGRESSIVE/ 
OLD COURT 

MARYLAND PERMANENT 

DELINQUENCY «f.0096) 

month ''September J"031 associations listed lor the 
currently filing. edules. Wili follow-up on those who are not 

Plan received. Association to ellect 
compliance by 1/31/85. 

Letter issued requesting details on exemptions. 

Plan to be developed by Kaplan, Smith 
Associates. 

(See Lending) 

Allowable exemptions exist in amount sufficient 
to effect compliance. 

Staff met with management. Error in 
reporting. Failed to deduct participations sold, 
etc. Anticipate compliance when corrected. 

Membership and Board previously advised. 

Letter issued 10/23/8^. 

northfield 
CITIZENS ALLIANCE 

re<Juestin8 delinquency schedule sent 
10/23/8<rf. 

*** MERRITT 

lansdowne 
LAZARETTO H,V# ^ 
arbutus 
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MARYLAND SAVIitGS-SHARE IHSDRAHCE CORPORATIOM 

MEMBERSHIP COMMITTEE 

WAY 11, 1983 

The regular nonthly aeeting of the Menbership Coianittee of 

Maryland Savings-Share Insurance Corporation was held at the 

offices of the Corporation. SOI North Bo«r<J street, Baltimore, 

Maryland, on May 11, 1983 at 1:30 P.M. 

Menbers present: 

WilliaB*pElBrook«ChTirBan Frances F. Anderson 
Tomit V t David F. Wallace F. Dolivka john Dt Faulkner, Jr. 

Others present: Charles C. Hogg, II, Executive Vice 

President; Ralph K. Holmes, Senior Vice President; Paul V. Trice, 

Jr., Vice President; Martin W. Becker, Financial Analyst; Williaa 

F. Mahon, Review Analyst. 

Mr. Elsnic called the neeting to order. Mr. Becker acted as 

Recorder. After reviewing the minutes of the prior meeting, Mr. " 

Dolivka requested that the paragraphs pertaining to the adoption 

of a written policy statement intended to clarify Section 3-211 

(C)(2) of the MSSIC Rules and Regulations be amended as follows: 

1. The Board of Directors intends to require that any member 

that has a total net worth ratio that declines below 3% of the 

aggregate withdrawal value of its savings accounts shalJ 

expeditiously enter into an insurance agreement 
TirE14 

2. The Board of Directors may recognize that the circum- 
i 

[ Gtances that result In a oiember association-e net uorth ratio 

dtcllning below 31 may be of a temporary nature due to the planned 

additional infusion of capital or other corrective actions and 

22111' 



therefore the content of the ineur.nce agreement may be of a less 

severe nature In regard to the Invoking of sanctions. 

3. The Board of Directors nay allow staff. In certain 

circumstances, flexibility in negotiating the contents, timetable 

for corrective action and extent of sanctions to be Included In 

the insurance agreements created. 

A notion was made, seconded fcnd unanimously passed to accept 

the ainutes with the aforementioned amendments. 

COMMITTEE MEMBERS' COMMENTS 

Mr. Elsnic asked for clarification concerning the Board's 

response to the Committee's recommendation from the April 13, 1983 

Membership Conuaittee Meeting concerning the adoption of a written 

policy statement in regard to Section 3-211(C)(2) of the MSSIC 

Rules and Regulations. Mr. Hogg responded that the recommendation 

was read and discussed, but that no formal adoption of the policy 

statement was made at the April 27, 1983 Board of Directors 

Meeting. 

Mr. Dolivka commented that he was distressed to see a recent 

television advertisement for Chevy Chase Savings and . Tn- 

and Government Services Savings and Loan. Tnr. !„ which, in his 

opinion, the two savings and loans were actually advertising as 

one merged association. Mr. Bogg Indicated that he has a meeting 

with Mr. Saul of Chevy Chase to discuss several natters and that 

he would discuss this matter at that time. 

Mr. Elsnic inquired about Chevy Chase Savings and 

projections through the end of 1983 concerning improving the 

association's net worth ratio. Mr. Hogg responded that as part of 

his meeting with Mr. Saul that thcg^tjended to discuss this 



> matter. Nr. Hogg indicated he would update the Coaaittee on Chevy 

i ! Chase's plans to improve that association's net worth ratio at the 

next Coaaiittee meeting, 

i MEMBERSHIP REPORTS 

£ Mr* Trice reported that first Maryland Savlnog and Loan. 

ha8 entere<3 lnto «n InBurance Agreement. Be reported that 

j Un<Scr ^ terme o£ ^ Insurance Agreeaent the association will be 

| required to submit to MSSIC various financial reports, including a 

| detailed Income and expense budget, fie also advised that the 

s; controller had resigned and certain extensions have been granted 

< as a result thereof, in addition, the association and subsidi- 

aries are required to sutalt for approval any loan com.lt.ent £ 

' ■ proposals, except for aortgage loans secured by slngle-fasily 

residential property, which are FNMVPHLMVFHWa confor.ing loans 

or are insured by a Maryland licensed .ortgage guaranty insurance 

corporation. Mr. Trice indicated he will personally be reviewing 

loans for approval or disapproval. He also discussed the current- - 

status of the association's efforts to resolve their delinquent 

loans and indicated that some progress, but slowly, is being made. 

He further indicated that the association had submitted to MSSIC 

and the Director of the Division of Savings and Loan Associations 

« proposal for the approval of a $2 million subordinated debt. 

Mr. Faulkner indicated that it is his understanding that there 

have been several personnel changes at the association which he 

finds interesting and of potential concern. Mr. Hogg advised tha^ 

v staff was aware of this and is making an effort to monitor same. 

Mr. Hogg indicated that he has also been in touch with individuals 

in Colorado and Florida to evaluate^certain of the association's 



U 

— 4 — 

loans in these states and that the inin*i 
«e initial response is that the 

loans appear to be acceptable. 

Several BeBber6 requefite(3 ^ , eopy o£ ^ ^ 

Insu,.noe Agreement „ M<Je .vall4ble £or their ^ 

V "Uner i^Uated th.t he felt that In future in.ur.nce „9ree- 

t 71?" ' Pr0Vi'l0n eh0U" ^ lnClUdea th" aUO" to 

I Z ^ 10an C0Balt"enta t0 " —' - indicted 
| in the nonltoring of First «.ryland. 8taff 8h0ul<1 

I a concerning the status end exposure of en nojor delln- «nt loans. In .ddUlon. staff should determine the reins f 

t e personnel chan9eS « the ^ ^ ^ ^ 

!• I" °Cti0n ^ the —«io«- management In resolving their 
. - pro l0anS- "• TrlCe lndi— - - —tl, in the 

P ocess of obtaining this infornation. 

Hr Holmes presented an update report on the current status 

delinquencies at ^£Ion^Secur_it^_savin£6__and_^oan. Mr. " 

Holmes indicated that the March level of ^ , 

is ss 7 •,,, delinquencies at Security ... Ui,Mit th> 

and those condominium loans in Florida Hr » . 

the March 1 , 55 indicated that e March level of delinquencies at Sharon is 56.5 minion 

that this is slightly less th♦-», n . 
y less than the February levpl nf ^ i 

cies h« delinquen- . «""■<....... „ s[i„„ 

....... 

both Sh enSively on the stalls of the major delinquencies of both Sharon and Security, and indi^d'that he „„ 
tnat he would continue to 

update the Committee on th<> 

$ <. 
2 
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levels. 

Nr. .Trice reported that at the April Shareholders' Meeting 

0f Savings and Loan , pr0p08<11 t0 convert 

fro« a nutual to stock association was approved. He Indicated 

that a minority group within the association is seeking certifi- 

cation of the vote in an effort to deny the conversion. Hr. Trice 

reported that he has informed'the association that the conversion 

to stock or additional capital in some other form oust be complet- 

ed by Hay 31, 1983 or he will proceed with an insurance agreement. 

Hr. Mahon reported that the delinquency level at Hopkins is 

11.08% but that the delinquency situation is not as bad as the 

figure implies. He indicated that many of the delinquent loans A 

have low loan to value ratios. In addition, many of the delin- 

quent loans have had partial payments made during the year. Hr. 

Hahon Indicated he will continue to monitor the association's 

delinquencies. 

Hr. Trice reported that there appears to be a deficiency in' 

the legal form of the subordinated debentures Issued by Liberty 

Savings and Loan Association and that he has sent the management 

of the association a recently developed standardized subordinated 

debenture form to be used in future issuances, in addition, Hr. 

Trice indicated he has scheduled with Perry McAtee of Liberty an 

on-site review of various delinquent and REO properties held by 

Liberty. 

Hr..Hahon reported that he and Sharon Maleski recently ^ 

Puslness "«"•« Building Association. He indicated that 

association uses the cash .(jas^s reporting system and that this 

tends to result In accounting aber'ations in the S/L-200A renor,. 
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Mr. Hahon reported while the association's year to date loss is 

$14,000, he expects the association to show a profit for their 

fiscal year end and that he has no major concerns about the 

'<• association at this tine. 
t. 

J Mr" Bolne6 reported that nanagement of Municipal Savings and 

| Loan Association has suboitted a response to staffs request for 

£ a plan to resolve the association's net worth deficiency. Mr. 

!. Holmes indicated that the response is insufficient and therefore 

:| 
ha6 8chedul«d « neeting with management to discuss the net worth 

$ situation. 
•j1 

A motion was made, seconded and unanimously passed that the 

| Conmittee instruct sta£f to enter into en insurance agreement with 

>.9 Municipal savings and Loan within 30 days if sufficient capital is 

j n0t r''iEcd to exceed the 3.00» net worth ratio level. 

| "r- Trlce reported th« he has notified Herritt Savings 

■ Loan, inc. that the equity of S3 million from its subsidiary, 

; Institutional Service Corporation, will no longer be counted 

towards the association's net worth due to the association's 

failure to provide certified financial statements to substantiate 

to our satisfaction the value of that equity, in addition, Mr. 

Trice reported that an amount of $1,450,000 reported as deferred 

loan fees on the S/L-200A report is inappropriately classified and 

will be disallowed In future net worth ratio computations. Mr. 

Trice indicated that as a result of these items being disallowed 

0 for net worth computation, he anticipates that Merritt's ratio 

-ill be below 3.00,. Therefore, he will request either additional 

capital or will pursue an insurance agreement with this associa- 

t ion • q q p p- 
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«r. Holmes reported that Arthur L. Sllber, formerly of john 

Hanson Saving and Loan, Inc., will become the Executive Vice 

President of Chesapeake Savings and Loan Association on May 27, 

1983. 

«r. Bolaes reported that Maryland Camug savlno,'.^ 

Association has filed a branch application for a location in 

Frederick, Maryland. 

Mr. Trice distributed copies of a proposed Preliminary 

Insurance Agreement which would require an association to present 

to MSS1C an affirmative plan for correcting the association's net 

worth ratio by a specified date or be required to enter into a 

standard Insurance Agreement. ^ 

Mr. Mahon presented the net worth status report. 

Mr. Hogg commented that Friendship Savings and Loan is pre- 

paring a proposal to present to MSSIC for the purchase by MSSIC of 

subordinated debentures. 

The meeting adjourned at 4:17 p.m. 

Secretary of the Meeting 

RKH/MWB/pat 
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^ MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTEF 

WEDNESDAY. FEBRUARY 8. 

The regular monthly meeting of the Membership Committee of Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation, 

901 North Howard Street, Baltimore, Maryland, on February 8, 1980 at 1:00 P.M. 

Members present: 

a?irrnan 3ohn D. Faulkner, Or. 

Jerome F. Doiivka Oavid F.WaUa^" 

Others present: Charles C. Hogg, II, President; Ralph K. Holmes, Senior 

Vice President; Paul V. Trice, Vice President; Martin W. Becker, Financial 

^ Analyst. 

* /Mr. Elsnic called the meeting to order. The minutes of the 3anuary II, 

- 1980 meeting -were accepted as submitted. 

COMMITTEE MEMBERS' COMMENTS 

Mr. Hewitt commented that the monthly spread sheets indicate a violation 

in construction loan concentration for Sevem Savings Association. Mr. Holmes 

indicated this would be evaluated. 

MEMBERSHIP REPORTS 

Mr. Hogg reported that a series of articles concerning First Maryland 

Savinfis and Loan, Inr. have appeared in the Washington Times. In addition, an 

unrelated article has appeared in the February edition ot Reeardie's magazine. 

Mr. Hogg indicated that a reporter from the Washinyonjimes interviewed 

him and the Director of the Division of Savings and Loan Associations, Mr. 

Char":s Brown- "P^ately. The reporter had apparently received copies of 

confidential letters and documents from a source within First Maryland. The 

2 2 P 7 
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reporter's articles focused on First • . • first Maryland's Violation of the MSSIC loan 

concentration rule. Section 3-217, as well as aii-a-A • , «i5 weij as aiJeged improprieties on the part of 

the Chairman of First Maryland, Julian Seid#>i in .k , juuan ieidel, in the operation of the savings and 

Joan. 

Mr. Hogg reported ,ha, whi,e som. o, ,he in^r.a.ion confined in ,he 

articles was correct, other informa,^ was either inaccurate or ^ ^ 

context. Mr. Trice and Mr. Enders, a Division examiner, jointly visited Firs, 

Mary,and for the purpose o, ascertaining the accurary o, information contained in 

_ _a • _ ■ the articles. 

Mr. Hogg conciuded ,ha, the articies do no, appear to have caused a pubiic 

confidence problem in either First Maryland or MSSIC. 

O, a separate issue, Mr. Trice reported ,ha, as a result oi'the saie o, 

capita, stock in the amount of Si.503 million. Firs, Maryland has advised tha, 

their r»et worth ratio is in excess of *% and, therefore, believe they are released 

. Jrom their Insurance Agreement with MSSIC. 

Mr. Trice indicated tha, prior «o the Corporations acknowledgement of a 

release of the Insurance Agreement, he has requested, in wr.ting, ttlat 

management of First Maryland provide the following: 

1. A written request for the release of the Insurance Agreement, 

2. A consolidated basis prepared S/L-200A report accompanied by an 

affidavit supporting the accuracy of the report, and the attainment of a «K net 

worth level; 

3. Information concerning the purchasers of $1,503 million in stock; 

*• A written statement concerning any contingencies affecting the 

maintenance of a 0% net worth level; and 

5. A written statement concerning any consideration given by First 

Maryland or its subsidiaries for the purchase of stock. 

22^8 2l74j 
-2- 



Mr. Tricc indicated that hr rWc / 

„ , 005 n0, 'ccl tha' inclusion in Flrsl 
ary and s caicuia^on „f Iota| net worth ol a ^ ^ 

Winchwa, in essence, r.nance. throu£h ^ unsecured ^ ^ ' 

:r01 ,he sav'n85 ^ ^is a ^^ « this item nas been traditionajjy reviewed. 

A Jengthy d,scus5ion ^ ^ ^ ^ 

financing of subordinated debentures and capital stock. 

A motion was then made, seconded and duly passed that the Committee 

zz:r r01 Direc,ors ^,he ^—- -" ^ 

the . ebC"tUrtS " CaP,,i" and ,he intercompany financing of 
issues. It was also moved and passed thjt u t • 

, , ^ ^ ,ha, Mr- Tr'« meet with Mr 
u eman for the purpose of discussing Mr. Trice, proposals in this reg.d, that 

counse' for the Corporation review the draft as may be prepared by Messrs. Trice 

.he amended proposai included in the Board notice of its _ meeting. - 

Mr. Hogg reported that a meeting was held between members of staff, .he 

anddivlT^ " ^ ^ - -~g 

that ' ' Credltl"8 P°'^s ol Custom Savings Assncia^ion. Mr. Hogg indicated 

Cl! ~sta" ^ ^ — 

operated. Mr. Hogg indicated that a join, meeting is scheduled for February io, 

- -ween MSSiC and the Oivisi. with the management of Custom for the 

purpose of implementing/advising of .he following. 

i. Cease paying significan.ly lower interest rates on variable rate accounts 

Friday through Sunday and Holidays; 

2- Provide adequate truth-in-savings statements; 

*-17^2 
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3. Cease re,erring a,, in^rie, to MSS.C prov.de adequa,e s,eps lor 

answering/addressing related inquiries within ,he association, 

«. Provide adequate counter financial statements,- 

5. Provide accurate and more easily accessible iniortnation to the current 

and potent,al depositors of the association; and 

'• ^ ,0 the association, i, necessary 

Mr. Hogg reported that he is prepared to recomme„d that the Board of 

Directors ,ssue a cease-and^ist order « ,he management of Custom does not 

Comply with his directives. 

Mr. Trice reported that a new fVefiminary France Agreement is in puce 

Wlth -MUniCJPal Sav'ngs and Loan 

Mr. Trice presented „ updated rep<)rt ^ ^ ^ ^ 

A~" n. indicated that two 

substantial changes in the terms -of the A,™ ^ ^ 

consideration. Ote change involves .h^ntification of si, problem Ws that 

—„„y ejIis, a9d the <uture ^ ^ ^ 

worU,. These loans wil) ^ by mssic ^ ^ ^ ^ 

thereon he significant and cause the associate to default on .e Agreement if as 

a result thereof the net worth ratio fa,is helow additjonal by 

'• Trice ,S that the terms for evaluating adjusted worth should be terminated 

on 12/31/8^ or some other specified date tk#» <- 

• ^ consensus of the Committee was 
'or Mr. Tr.ce to proceed with these negotiations as described above. 

Mr. Holmes reported that Mr. Mahon visited Firs, Proeress,v> ... 

-^ssocianon for the purpose of determining whether significant comments 

™ • » «he latest Division Examination had been corrected. ^ result of Mr. 

missing appraisals, title policies, settlement sheets, etc. to the files. 
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Mr. Becker reported .ha, he has reviewed a preliminary audit repor, for the 

period endins 12/31/82 ior Firs, Progressive. We results o/ his rev.ew indicated 

tha, a write-down of approximately $360,000 will be made to the net w0r,h 

currently reported on the S/L-200A report of the association. 

Mr. Holmes reported that Mr. Levin is currently exploring the merger of 

Firs. Progressive with and into Old Court Savings and Loan. Inc. 

Mr. Holmes reported on reviews that Mr. Mahon conducted of Maryland 

Capital Savings and Loan Association and Baltimore Savings and l^n 

Concerning Maryland Capital, Mr. Holmes indicated that the association 

ha* been growing rapidly since 1, was purchased by Commercial Credit in late 

1982. UK association is expanding its branch network through the conversion of 

pre-existing CommericaJ Credit offices. 

Mr. Mahon's repor, indicates that Maryland Capital is primarily involved in 

purchasing second mortgage loan packages from Commercial Credit with buy back'" 

- Pr0ViSi0nS 00 any bad ,oan^ ■"* ^"ion U opeFating profitably with a net 

.merest margin of <1.5796 and a ROA-of .-90% for the year ending 12/31/83. 

Concerning Baltimore Savings and Loan Association, Mr. Holmes indicated 

tha, the association is a Baltimore City based savings and loan. Deposits are 

primarily obtained through friends, relatives and referrals. The association is 

operating profitably with ROA of 0.06%. The association has a high delinquency 

level with a ratio of *.«%, bu, has had good success in recovering all principal 

and interest. 

Mr. Becker updated the Committee on the status of those associations 

under <>.0096 net worth to savings. 

Mr. Holmes reported tha, John Hanson Saving and Loan. In. is in the 

£ PrOCeSS 01 "'eating to merge with a savings and loan based in Delaware. Mr. 

Holmes indica.ed tha, the Division is currently evaluating ,he .ega.ity of such a 

2211 ^ 
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merger. John Hanson has also filed fnr 
aPProvaJ to merge Westowne Saving a h 

with ^ int0 ^  55-^ 

Mr. DoJivka questioned whether a 

John H i 8er any assoc'ation with and into Hanson should be permi,«d ^ the b 

rx- • 1 examination reoort of th 
Division which reflects sev*r*. • he 

major accounting and other record deficiencies 

SU8«es,ed ,hat Corporation's approval of anv 

lJnl'ni and other controls have been restored k-- 

and that a are g maintained 3 proper reconciiiation of those varies cited in the Division report 

Of examination has been affected. 

Mr. Becker reported that due to th« • 

questionnaire on the subject. ' ^ ^ ^ 3 

There being no further business, the meetine 
# «te meeting adjourned at 4:0.5 P.m. 

PVT/pat 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATTOM 

MEMBERSHIP COMMnTEE 

MONDAY. JULY 16. 1984 

nie regular monthly meeting of the Membership Committee of Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation, 

m East Lexington Street, Baltimore, Maryland, on June 13, I98« at 1:00 P.M. 

Members present:    

Terry L. Neifeld, Chairman John D. Faulkner, Jr. 

William F. Brooks, Jr. James L. Otto 

Michael J. Dietz George W. H. Pierson 

Henry R.Elsnic 

Absent and excused: Jerome F. Dolivka 

Others present: Charles C. Hogg n. President, Paul V. Trice, Jr., Senior 

Vice President; Martin W. Becker, Senior Financial Analyst; Ann Franc,ovich, 

Financial Analyst and John D. Hall, Financial Analyjrt.    

Mr. Hall was introduced to the Committee as Financial Analyst recently 

hired by MSSIC. 

Upon review, a motion was made, seconded and duly passed that the minutes 

Of the June 13, 1984 meeting be accepted as submitted. 

MEMBERS' COMMENTS 

Mr. Elsnic commented that the computer sheets indicate that Old Court 

Savings and Loan, Inc. is making substantial profits. He inquired as to how this 

was being accomplished. „ was reported that the association is reporting 

substantial fee income as well as service corportion profits. In addition, it was 

reported that Old Court is not reflecting the taxes to be paid on these profits on 

the S/U200A. Mr. Becker reported that a discussion with the controller of Old 

227;i . . 
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Court indicates that $3 to million in taxes are anticipated to be paid. 

Comments about Old Court's tax position led to a discussion about the need 

for associations to report either accrued or estimated taxes on the S/L-200A. Mr. 

Neifeld directed staff to notify the membership that a provision for taxes on the 

S/L-200A is required to more accurately reflect the financial position of the 

associations, especially those associations with low net worth. Mr. Becker 

indicated he would notify the membership on this matter. 

Ue Committee members were presented copies of the Violations Status 

Report prepared by Sharon Maleski. After reviewing the report, several members 

indicated that they felt the Merritt Savings and Loan, Inc.«s response to these 

violations, that is, the association's management ••takes exception to the rule" is 

unacceptable. In addition, several members were very disturbed at the extent to 

which Old Court Savings and Loan, Inc. is in violation of the MSSIC lending 

regulation. After considerable discussion, Mr. Pierson instructed Mr. Trice to 

notify both Merritt Savings and Loan and Old Court Savings and Loan of the 

concerns of the Committee and the need to submit a bona-fide plan of corrective 

action specifying both the method and time in effecting compliance. Mr. Pierson 

stated that a satisfactory response is tQ be received by the July 25th Board of 

Directors meeting or he would recommend:* cease and desist order be issued. 

Mr. Faulkner asked to be excused for the next discussion on Community 

Savings and Loan, Inc. Mr. Trice then reported that he had received a letter from 

Community Savings and Loan indicating that the association uses the net method 

in accordance with generally accepted account principles to compute outstanding 

loan amounts. The association's position is that they are in compliance of the 

construction loan regulation when the loans are netted against the undisbursed 

portion. 

Considerable discussion ensued about the issue of netting loans in process 
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against the gross Joan amount. The Committee determined that lor the purpose of 

testing ior compliance in the various lending regulations, that the gross amount of 

| the loan shall be considered and not the net amount. The staff was instructed to 

S notify all violators of the Corporation^ position in measuring compliance of loan 

4 regulations. Mr. Trice indicated he would do so. 
J 
i 
•- In another letter submitted by Community Savings and Loan, Inc.; Mr. Trice 

i reported that the association's management intends to achieve compliance with 

the MSSIC commitment and loan in process regulation through the liquidation of a 
j 

portion of the associaton's loan portfolio. 

A motion was made, seconded and duly passed to accept Community's plan 

for achieving compliance with Section 3-217(B) of the MSSIC Rules and 

Regulations concerning outstanding commitments and loans in process. Mr. 

Faulkner was then re-called to the meeting. 

topic of discussion on the Violations Status Report was liquidity 
J ; 

violations. Inasmuch as Madison and Bradford Savings and Loan was to be 

discussed, Mr. Elsmc asked to be excused from the meeting during the disucssion. 

Mr. Neifeld inquired about the status of any waivers granted to Madison and 

Bradford Savings and Loan. Mr. Trice indicated that staff would research the 

matter and report its findings to the Committee. Mr. Elsnic re-entered the room. 

REPORTS BY STAFF 

Mr. Hogg reported that a meeting was held between representatives of 

MSSIC, the Division of Savings and Loan Associations, Old Court Savings and 

Loan, Inc., and First Progressive Savings and Loan, Inc., to discuss the proposed 

merger. Mr. Hogg reported that he had presented to Mr. Levitt, the terms of an 

agreement to be required for the merged association. At the meeting, Mr. Levitt 

agreed to comply with all requirements presented by Mr. Hogg. 

• . M.r* "Plated the Committee on the status of First Progressive's 

9 9 '7 r; & I y J 
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K investment portfolio. Mr. Haii reported that the spreads between the yields of 

various investments and the rate a, which they are under a reverse repurchase 

agreement has narrowed to near breakeven. This is due to rising interest rates 

and with further increases in rates, the reverse repurchase spread could become 

negative. Mr. Hall reported that the unrealized loss in the long term government 

bonds has risen to $9.9 million. Mr. Hall Indicated that while the association is 

not purchasing addltonal investments for their portfolio, the association is 

  speculating in the futures market. Mr. Hogg indicated he would see that this 

practice is stopped. 

Mr. Trice updated the Committee on the status of Municipal Savings and 

Loan, inc., progress towards achieving net worth compliance as stated in the 

preliminary insurance agreement. He indicated that the associations net worth is 

up to 2,75%. 

( Mr. Trice reported that an associate to be known as Kinsley Savings and 

Loan Association has applied for membership in MSSIC. Mr. Nelfeld inquired as to 

principals involved and as to any reasons for denying membership. Mr. Trice 

indicated that he was not aware of any reason for denying membership and 

presented the Committee with a 3 year pro-forma supplied by.the applicants. Mr. 

Diet2 iske<l Mr- Trice to research the amount of stock to be purchased by the 

applicants. 

A motion was made, seconded and duly passed to recommend to the Board of 

Directors that the application of Kinsley Savings and Loan Association be 

accepted for MSSIC membership subject to the approval by the Director of the 

Division of Savings and Loan Associations. Mr. Eisnic abstained from voting on 

this motion. 

Mr. Trice reported that he and Mr. Hogg had been acting as intermediaries 

in an attempt to resolve a dispute that has arisen between two stockholders of 

I 
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Gibraltar Savings and Loan. Mr. Hershon, a stockholder oi Gibraltar, is suing the 

Board of Directors of Gibraltar and the association in a minority stockholders' 

derivative suit. The dispute essentially focusses on a $2 million loan made to a 

computer software company that is collateralized by the stock of the software 

v. 
company, and was formally managed by Mr. Hershon. Difficulties experienced in 

completing the development of various financial software products have led to 

question the company's survivability and therefore, the collectability of the $2 

- million loan; It was reportedthat there" is'aTx^sibilitythat^hrough the infusion of 

additional $500,000 loan, that the company may survive. Mr. Trice reported that 

the dispute between Mr. Goldstein and Mr. Herson is likely to be litigated. Mr. 

Trice indicated that an additional hypothecation of- savings accounts reported in 

May in the amount of $300,000 should be deducted. 

Mr. Trice commented that, in his opinion, the association needs to add two 

to three additional upper management people. Mr. Trice concluded his remarks by 

indicating he will continue to monitor the situation at Gibraltar. 

Mr. Trice reported that First Maryland Savings and Loan has requested a 

release from their insurance agreement with MSSIC. Mr. Trice indicates while the 

associaton is technically eligible for release, he is requesting before release, 

information from the association's -accountants concerning any material 

differences between the audit report and S/L-200A net worth amount. 

Mr. Trice reported that upon receipt of the 3une S/L-200A from Liberty 

Savings and Loan, a new preliminary insurance agreeement will be due for 

renegotiation. After considerable discussion, the •'Committee determined that an 

insurance agreement be structured as opposed to a "preliminary" insurance 

agreement. A motion was made, seconded and duly passed to recommend that the 

Board of Directors enter into an insurance agreement with Liberty Savings and 

Loan with the condition that the true net worth ratio increase four basis points 



I 

M. Per month for the next six months. 
W 

Mr. Trice reported that Merritt Savings and Loan has pending two branch 

applications which are stili open to comment by the MSSIC Board of Directors. It 

was Mr. Trice's recommendation that unless the management of the association 

provides sufficient cost information on the proposed office building, that the 

Board of Directors recommend to the Division of Savings and Loan Associations 

the denial of sending applications to establish branch offices. Mr. Trice indicated 

"■ ^thati^e is meeting with representatives^fMerritt Savingsund Loan to discuss the 

building as well as the various violations. It was noted that a representative of 

MSSIC will attend an exit interview to be held at Merritt Savings and Loan on July 

19th. v 

After discussion, it was the concensus of .the .Committee..that Mr. Trice 

express to the management of Merritt, the Committee's concerns and intent to 

, f recommend denial of the proposed branches if satisfactory responses are not 

obtained to the various issues. 

Mr. Becker reported that he had visited Custom Savings Association for the 

purpose of determining the portion of the association's net worth that represents 

economic earnings and the portion that represents favorable regulatory accounting 

recognition. Mr. Becker reported that nearly all of the association's investments 

are "Freddie Mac" securities. The association's policy is to purchase mortgage 

securities that have demonstrated a history of accelerated prepayments thereby 

increasing the effective yield. Mr. Becker reported that the association 

determines monthly what the true yield is on its investment portfolio and then 

decides what to pay on its various variable savings programs. The association's 

investment yield as of May 31, 1984 was 13.42% and the cost of savings was 

j . The reason for investing exclusively^ in discounted mortgage securities Is 

t due to the association's ability to recognize 3% of the face amount of the of the 
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securities upon purchase. This income while recognized as net worth, is not 

economically earned. As of May 31, 1984 approximately $4.5 million of the 

associaton's $5.3 million xn net worth represents accelerated regulatory income 

recognition. After discussion, the concensus of the Committee was for the staff 

to pursue with the Board of Commissioners an emergency repeal of the regulation 

allowing 3 points to recognized on discounted securities purchased. 

Mr. Neifeld reported on two Membership subcommittee meetings held 

... recently... issues ^discussed included insurance deposit limits, brokered deposits, 

Jumbo CD.-s, and cross deposits. Mr. Neifeld reported that the sub-committee 

recommends that the Corporation adopt regulations on Brokered Deposits and 

Jumbo C.D.'s. The Committee discussed the sub-committee's recommendation on 

Brokered Deposits and agreed they were appropriate. A motion, was'then made, 

seconded and duly passed that the Committee recommends the Board of Directors 

adopt a regulation requiring the following: 

1. Any association whose MSSIC Net Worth Ratio is 4% or above, shall be 

limited to 10% of its savings comprising brokered deposits with no more than 1% 

of total savings originating from any one deposit broker. 

2. Any association whose MSSIC Net Worth Ratio is below shall be 

limited to 5% of its savings comprisingpokered deposits with no more than .5% 

of its total savings originating from any one deposit broker. The vote on this 

motion was unanimous. 

Messrs. Brooks and Faulkner discussed the subcommittee recommendations 

on Jumbo C.D.'s. Both members questioned whether the issue of Jumbo C.D.'s 

poses a significant enough concern to the MSSIC industry to warrant regulation. A 

motion was made, seconded and duly passed that the Committee recommend the 

Board of Directors adopt the following: 

1. Any association whose MSSIC Net Worth Ratio is or above, shall be 



I 

limited to 20% of its savings comprising Jumbo C.D.'s. 

2. Any association whose MSSIC Net Worth Ratio is below 4% shaU be 

limited to 10% of its savings comprising Jumbo C.D.'s. A Jumbo shall be defined 

as certificate of deposit in the amount of $100,000. In additon, brokered deposits 

shall be included in determining the Jumbo C.D. limitations. The vote on this 

motion was 3 for, 1 against (Mr. Brooks), and one abstention (Mr. Faulkner). 

Mr. Neifeld concluded the subcommittee report by indicating that the 

results of the cross deposits survey and insurance of deposits limitation are still 

being processed. 

Mr. Becker provided the Committee with a cost of savings report. 

There being no further business, the meeting adjourned at 5:15 P.M. 

%u£. W, 

( 
: Respectively submitted 

Martin W. Becker 
Senior Financial Analyst 
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V": reSUkr m0n""> m«'ing of the Board of D' 
SaWngs-Share* Insurance Corporal,'n 'D'r««orS cl Maryland 

corporatjon was held afths „./• 
Easl Lexington Street 8altim„ '"s ol the Corpora(ion 

_ t, Baltimore, Maryland on 2< , , 

following Directors were present: 

George W. H. Pierson, Chairman . • 

Frances F. Anderson 

Leonard Bass 

Joseph P. Carroll 

. Michael J. Die tz 

.Jerome F. DoJivka 

John C. Donohue, Sr. 

Henry R. Elsnic 

John D. Faulkner, Jr. 

James D. Uudeman/Jr. 

Terry L. NeifeJd 
Others Present- Ch , Terry L. Neileld 

. ^ ^esiden. Mar',in ^ ^ V. W; ^ 

Assistant Secretary,. Ter;./';/~ ^ ^ 

3. Pretko and Craig T r • ^ ^ward; 

. O-rte, H. Brown, Jr.,Director D^' ^ ^ C0,,,PMr 01 and 

- Pierson called 1 ^ ^ —- e meeting to order at 9'06 a 
3 quoruni was present. . . • -m. and acknowledged that 

Mr' Garrison reviewed th- • 

narrative Fol, . '"'"""en. reports and the general ec • 
. . ^"ow.ng a brief discussion Messers Pre,, 

.17,66t'ng. (copies of' the i„Ves,m ^ Carris0'' >he 

—- coPy of and ,he—-—- 

11153.2 81 

•VJ M* 

>y. • 
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Mr. Djetz moved in .    -1 

Carroll seconded. Mr Neifeld put / " mJnUteS ^ PreVi0US nieeting Mr. 
P« forth an amendment to page 5 to ref, / k 

, r ™ •——^ 
R~ — - Rule fc ^ ^ J~£ 

• ~Trtionof,he3-mNet^^— l-gh. a ptocedural question regarding ,he nec«sity in ^ 0l ^ . 

Minutes he wished ,0 withdraw his the Board 

—- ^utr*"""'™" 

favorable. 0te Was unanimously 

TREASURER'S REPORT 

Mrs. Anderson Indicated that no* • 

is $.,200,000 before taxes and th ^ ^ ^ ^ ^ 

■ . .Reserves and retained • * •»». Incr^ * fe000(00fc. .. 

: 3 1796 res " '000'000 '0 3.1796 reserve to total insured savings ratio ch , 

deposits increased by *7 000 000 M ^ the that capita, 

•ft « MSSIC loses the '.ax' ca ' > n0,ed that ^ ,h0U8h ^ ^ 

Corporation wouid have to ^ ^ ^ ^ 

motioned ,0 accept the treasurer's report and u ^ ^ ^ 

Passed unanimously. r. Bass seconded. The motion 

^^li^COMMITTEE RFPhpt 

.eeting"' ^ ^ "" de'aiIS ^ ^ ^ ^ — ' 

festive rlsZ ^ COmmiU",S ^ - - 

ensure tha, H„t p 
,n U™'m°US !""'r°Va' MSSIC ,aki"8 ^tion to ,: 

. Progressive and Old Court merge before 10/31/8« n, ' • ■ t 

recommended by the com„-,. ' ' Reaction • committee consisted of 3 alternatives: .j 

a. that First Progressive and Old Court mu„ , " S 
bthat'th. ,<■ urt must merge by J0/3i/8<i or, 'v o.that the officers and directors nf Fi^c* n , 

First Progressive immediately 
« ooco • 
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. infuse capital suUicicn, ,o bring',he ^socia.ion ,o 3% no, .or,I, „r jroa.cr, 

- C' ,l,e 'inal to be effected failing ,WOi !cel< 

conservatorship of the a^nriat;™ • i assoc.anon ,n wha.ever way necessary. Mr. Pierson 

reviewed a ,e»er fr„m Mr. Levi,, (FirSt and ^ ^ 

y greed to the. three points of action recommended by the Executive 

Committee. 

Mr. Pierson noted that the By-Uw Review 
• Keview Commjttee recommended the 

indemnification tie-in for Officers'Uabiiity Insurance. 

Mr. Pierson updated the Cibraltar 1,^^ si,uation noti„g thi, ^ m 

, .. Has been repaid to MSSfC with the remaining $,,000,000 ,o be repaid in the ,L ^ 

• ' : future. 

; . ■« was noted,ha, MSSiCwm be hiring another financia, anaiyst assist in 

. monitoring member associations. 

£.^ no.ed he ^PkMdt^charles Brown of the ^ ^ 

' • ! ■T'"8mee,in8 and noled ^Division wil, be ^ 
Brokerage building. 

'• i : -f ^ ■*' E'SniC ,0 aCCePt the £xecutive repor,. Mr. Faufkner 

• .j ,! , !eC°nded and the ."»«<« was passed unanimously. 

i -MEmBERSH1P COMMITTEE REPORT 

I Mr. Neifeld noted: ' 

« Mr. Brooks' concern over ,he Division, .ardiness in producing .heir 1 ' 

MSSIC enCe ^ SUJn8 the D,VlS10n ^ ne8,iSenCe reSUltinS in a or Joss to . 

* 

# • from OH r ^ COmrni"ee S,a" ^ aC,'Uire Pr0-l0rma ^ ^ from O'd Court which relfect its pos, merger financial plans. 

I 

- • i 
.( * 
4..'' • 
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3) Gibraltar's iiqu;dily outIlo„ has ^ ^ ^ ^ 

monitor the association. 

4) A staff cease-and-desist Jctter hac h»or. • j 

c . r has been lssued to First Maryland 
. Savings a„d .oan due t0 ,heir and they are ^ 

:■ .plan ior compliance with MSSIC's Rules and Regujation*. 

^ COmmm^ »nd Loan Association has withdrawn, .heir 
application lor issuance of a subordinated debenture. 

; ; - 6' Madison and Bradford is in violation oT the liquidity rule and is to 

submit a pjan for compliance. 

Mr. Dolivka motioned to acrpnf u l . 
accept the Membership Committee Minutes. Mr. 

Bass seconded and the motion was unanimously approved. 

BY-LAW REVIEW committee RFPDPT 

M «r. Hogg noted that the By-Uw Review Committee approved ^ 

•V reCOmmended ^ Section 2-208 (Wemnification) as recommended by 
/ counsel. 

He also noted that the committee ctart^ri 
mmittee started its review of the 10th draft of 

the MSSIC By-Law Revision. 

. Mr. Laudeman motioned to Accept the By-Uw Review Committee 

eport. Mr. Bass seconded and the motion was unanimcus.y approved. 

OLD BUSINFS^ 

Mr. Charles Capian from Center Savings and Loan entered the meeting „ ■ 

«P-s his v.ews on proposed Regulation 3.70, . Brokered Deposits. Mr_ Caplan . 

»' . agrees with the proposed regulation in principa., but he feels a distinction ' 

"one of these certificates mature a, the same time. He explained that - 

compliance with this regu,a,ion by his association could ^ a ^ ^ 

22SI • 



FoJJowjng questions and further w • 
. er discussion Mr. Capjan concJuded hi, n with a request for a / Presentation „aiver ol wlth ^ ^ 

untiJ such time ai hlc ReguJation as his assoaation grows to the level 

compliance with the rrc • essary to c/fect his 
reguJation by freezing his level of lo 

deposit at $2,000,000 At th' ■ ^ brol<ered 

/ . : P- Atth'Spom'Mr-CaP'=n left the meeting. I. 

'' ''cW mot'cned to approve Regulation 3-706 Mr Diet 

: the motion carried unanimously. ' ' bonded and. . j 

' Following further discussion ol Center „ . i . • 

request .for a waiver Mr I j. ^ 1 6! and Loan Association's . : 
wa'ver, Mr. Laudeman moved that staff „ .f 

carefully and 'hat iurther action'b Ce,"w,s situation , 

. """ act^n be deferred pending tha, review M ^ 
■ : seconded and the motion carried unanimously. 

• Mr. Hogg noted, with reference to r i • 

• informative format/or " 6 V,0lations' the new and more . ^rmat ior monitoring the associations The chi" 

• : : cotnments with reference to the new for , '™an asked for any . - 

Mr. ^ said ^ ^ ^ : 

, the Board well Wormed. ^ ^ " shou'd l<eep . | 

NEW BU.SIN?F<;c .1 

; Mr. Hogg discussed Regulation 13'. „ ''• " f 

: said the Board of Comm- ■ 303 pUrchased at a discount). He > a 01 Commissioners adopted, the nr^ ^ ■ 
■; "« ability of associations to take in 3 • ^ ^ Wi", ' 'J I 1 

discount. Mr. Hogg said th t 
POintS ^ 00 Joans Purchased at a I : ! 

-ous, distr,::: : r~ - - - - - ; 

proposal is attached to the p "llnor wording changes. (A copy of the revised 'i T 
permanent file copy of these minutes) ' f 

aU",ner - aPProve regulation 3 224 as '• w ^ 
seconded. as revised. Mr. EJsnic :' , J 

. Mr. Uudeman questioned if the recul»,■ 

Hall stated that he feels MSSIC ' 0 wasreviewed. Terry 
eJs MSSICis adequately protected. 

•h£ . 

sii-'i 
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A vote was taken snM <i 

u,lh , molion was uoanijnously approved 

' re " to .he proposed me„er of F 
Loan and Old Court Savings and Ij, r08r"S'Ve and 

compliance . h ^ ^ ^ W ^ ^ —in 

,wh ^ ^ ^ 

Mr. Uudeman motioned: ^ ^ ^ ^ ^ • 
% 

' 2 If ho. 8 and LOan A"0C,ati0n mUSt merse by 10/31/84; and • "no. merged by jo/31/8(,t. . 

:•••" ^ ^ «• • 

and ne, WOr'h Up '0 3* <>" "WW; and, 

3. If neither (1) or (2) 

whatever action d are e^ec^e^' that MSSIG wijj .3^ ■•■■■■.. action deemed necessarv • . j- 

. conservatorship, . P^mioning for 

, . ^.Garroil seconded the motion and it was unan- , 
During discussion of ,he ^ aPPrOVed- 

? —Acio, Mr,Pierso„!l ^ ^ ^ ^ 2.2M . 

; <" this regulation..nd if m ^"7'' ^ ^ reCO'r"nended "^'ion 

^ Membership committee wd ^^ ^ ^ 

% "demnification this is the b ^ '' Hal1 in 'erms °> 

adoption. Mr. Hogg stated that ^ ^ "COmrne'"1 "S 

mi',''0n in "verage are very high Mr p- SC'l'C"ed ",U5 " ad'1"icna' 

„„„„„ J,. .. 

■»-s..r,»r:7r-—- ~~ ..1 

1 nCW bank "gnature cards must b, • ^ st be signed for the 
O n r n 



Corporation's lour checking ' 

S' 7,15 proPMed . 

Maryland National Bank 
Account i/610 -8162 A(l,. . 

Author,zed Sijnatures 

Charles c. Hogg, I,: 

Paul V. Trice, jr. 

B^'rick M. McCraUen 

Union Trust Bank 
AccoUnt '//206-i 0622 

//20i-i7S34 

first National of Chicago 
Account ff59 04137 35 

Authorized Signatures 

Charles C. Hogg, u 

Paul V. Trice, Jr. . 

Patrick M. McCracken 

Authorized Signatures 

Charles C. Hogg, u • 

Paui V. Trice, Jr. 

Patrick M. McCracken 

Richard A. Kohr, Jr. - 

Mr. Hogg noted that Mr u l ' 

^'iona, of Chicago accounl lor ^ ^e^^ ^ ^ ^ ^ 

- ^„ a.. 

cease-and-desist letters as il0"' S,a" 10 reS,riC, ^""tising by sending start 
as 3 sanction und#»r tk 

Violations thereof by me ,, WOr'h '■u'e i" "» event of 
. "y member associations. Mrs AnW. 

and" "Tied unanimously ' n !econde<, «» motion 



report of the PRESIDFNT 

Mr. Hogg reported that lt the ^ „ Comrnissioners 

AS3lsta„t Attorney Ceneral5 and Attorney ^ ^ ^ ^ 

ra,Sed the teue ,hat moS, i, a.l tKe Division, regulations could be in 

violation 01 anti-trust. He said the Attorney General olfice is looking a, the 

,SSUe and reVUWine DiViSi0n'S "^ Poini W point.Mr. Hogg said ,ha, the 
. Board o, Co^issioners tabled approval o, .the Charter of. Sterling Savings and 

uan Association. He added that a reoues. deposit insurance wiU be brought 

. to .he nex, meeting « the.Membership Comn.ittee by Sterling Savings and Loan 

Association. M, Hogg concluded his report on the Board of Commissioners 

meeting by noting ,ha, they requested that Martin Becker give a presentation a, 

< e,r next meeting related to.Liberty Savings and Loan.Association and O.d Court 

Savings and Loan Association. 

■ Mr. Hogg reported that Merritt Commercial Savings and Loan Association 

intends ,o submit quarterly updates ,n their pian for comp.iance with MSSiCs 

Lending Regulations. He said that Merri„ has extended employment contracts to 

Its middle management and that the asiociation reports being close to securing 

some Significant leases/tenants for the proposed Merritt Tower. 

Mr. Hogg said that the staff will pu. a system in place to notify the 

Director of the Division cf Savings and Loan Associations of MSSlCs concerns 

8 g branch applications by members in violation of MSSIC's rules. 

Mr. Hogg reported that Bil, which deals with ^ ^ 

introduced to the U.S. Congress. He noted that if „ doesn, pass during this 

session of Congress, we will work to get it reintroduced in January. 

Mr. Hogg reported on a new accounting issue (acquisition, development, ' 

construction loans). He said the issue could possibly result in the reclassification 

A.D.C. s to investments and may also siEnifirsntiv • 
g nicantjy impact fees, interest and 
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other income Irorn tnesi: loan types and result in a restatement/reduction in net 

worth of some members. 

DIRECTOR'S COMMENTS FOR THE GOOD & WELFARE OF MSSIC 

Mr. Drown further discussed the decision process regarding branch 

applications by member associations. Mr, Pierson extended MSStCs lull co- 

operation and assistance, including the Board, the staff and legal counsel in tl>e 

effort to communicate the Corporation^ concerns regarding members in violation 

of the rules which are seeking branching approval. 

Mr. Bass indicated that some of the national auditing firms seem to have 

been giving less than accurate opinions lately. He cited some financial problems 

that have occurred in larger financial institutions in the country which apparently 

received favorable audits. He stated that due to this fact audit reports may be of 

dubious value. 

There being no further business to come before tl>e Board, The Ciiairman 

called for a motion to adjourn. Mr. Ncifeld so moved, Mrs. Anderson seconded and 

the motion carried unanimously. 

The meeting adjourned at 11:55 a.m. 

Respectfully submitted, 
Patrick M. McCracken 
Assistant Secretary 

PMM/lm 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

REGULAR MEETING OF DIRECTORS 

WEDNESDAY. NOVEMBER 28, 198<» 

. . The regular monthly meeting of the Board of Directors of. Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation, 

114 East Lexington Street, Baltimore, Maryland on November 28, 1984. 

.The following Directors were present: 

George W. H. Pierson, Chairman 

. t '* " . 
j: Frances F. Anderson John C. Donohue, Sr. 

Leonard Bass Henry R. Elsnic 

Joseph P. Carroll " John D. Faulkner, Jr. 

v ;• Michael J. Dietz James D. Laudeman, Jr. 
^ • • - 

Jerome F. Dolivka Terry L. Neifeld 

;/ . ' • • Others. Present: Charles C. Hogg, II, President; Paul V. Trice, Jr., Senior 

Vice President; Martin W. Becker, Senior Financial Analyst; Patrick M. 

McCracken, Assistant Secretary; Terry F. Hall, Venable, Baetjer and Howard; 

John J. Pretko and Craig T. Garrison, Union Trust Company of Maryland; and 

•Charles H. Brown,Jr.jDirector, Division of Savings and Loan Associations. 

Mr. Pierson called the meeting to order at 9:17 a.m. and acknowledged that 

a quorum was present, 

INVESTMENT REPORTS 

Mr. Garrison reviewed the investment reports and the general economic 

narrative. Following a brief discussion Messers. Pretko and Garrison left the 

meeting. (Copies of the investment reports and the narrative are attached to the 

permanent file copy of these minutes.) 
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READING OF MINUTES OF THE BOARD MEETING OF OCTODER 2<f, 1984 

Mr. Laudeman moved to approve the minutes of the previous meeting and 

Mr. Elsnic seconded. The motion was unanimously approved. 

TREASURER'S REPORT 

Mrs. Anderson indicated that net income for the period ending October 31, 

198<f is $1,300,000 before taxes. Contributions for the Kennedy Institute and the 

United Way were $1,750 and $1,218 respectiyelyi Mr. Neifeld questioned when the 

relocation expenses were to end. Mr. Hogg noted that they have ended. Mr. Hogg 

also indicated that he would :look into the travel and entertainment expenses and 

report back to the" Board. Mr. Bass moved to accept the Treasurer's Report. Mr. 

Faulkner seconded and the motion was tinanimously approved. 

EXECUTIVE COMMITTEE REPORT 

Mr. Pierson'reviewed the detaiis of the Executive Committee meeting: 

1) He noted three associations requested a waiver of the broker deposit 

regulation and that this will be discussed later under new business. 

2) Mr. Hogg reported on the Central Reserve Fund which will also be 

discussed later. 

3) Mr. Dietz discussed a program for Asset-Liability Management which 

will be discussed later. 
• • 

ttj The Executive Committee will be the planning committee for the 

annual meeting. 

5) The Executive Committee recommended to change the Board meeting 

for December to the 19th instead of the 26th. 

6) Fairfax request lor approval of subordinated debenture issuance 

received the committee's favorable recommendation to the Board. 

7) Consideration was given to engage an outside consultant to to 

study/develope a risk sensitive premium structure (capital deposit). 
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S) Various personnel matters were also discussed. 

Mr. Elsmc moved to accept the Executive Committee Report,. Mr, 

Laudeman seconded and the motion was approved unanimously. 

MEMBERSHIP COMMITTEE REPORT  

, Mr. .NeileJd noted the loJJowing from the Membership Committee meeting 

• held on the 14th of November: 

.. D Mr. Diietz questioned Merritfs net worth. 

^ _ 2) Mr- and-Mr.-Dietz-questioned approval of branch applications 

by the Division Director. 

3). He noted the changes in the Board of Directors at Ridgeway on which 

we should be getting information, 

<0 Gibraltar repaid the remaining $1 minion OWed to MS5IC. 

iiiir,-a ^ pr0er"s ,0"ard ru'e compliance by various associations (Custom, 

Ridgeway, Southern Permanent, Gibraltar, Eastern) were discussed. 

6* Consideration ofcreworking the current MSSIC net worth rule was 

deferred. ^ J 

Mr. Dolivka moved to approve the Membership Committee Report. Mr. 

- Faulkner seconded and the motion was approved unanimously. 

BY-LAW REVIEW COMMITTED REPORT 

. Mr. Hogg reported .that the By-Law Review Committee reviewed all 

sections except Subtitle 7. ;He noted that at the next meeting they will consider 

whether *b,i„e 7 should be removed irom the By-Laws and made par, o, the 

Rules and Regulations or just revised. 

' « i ' 
Mr. Diet* moved to accept the By-Uw Review Committee Report. Mr. 

Carroll seconded and the motion was approved unanimously. 

CHEVY CHASE IMPACT STUDY COMMITTEE RFPnnr 
» •. ^ ^_____^^ ^ 

tor. Hogg noted the committee met and reviewed the Chevy Chase Savings 
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and Loan Association's requests. He indicated that the commi„ee reco,nme„ds 

retaining louche Ross & Co. and Trident Financial as consuiting Iirms to assist in 

the regulatory interpretation o, the related accounting issues. The committee is 

waiting ior responses which are expected to be in MSSIC olfices by the Xirst week 

of December. 

Mr. Pierson advised that we have agreed to have a response to Chevy chase 

, by ;,he December 15,h Board Meeting. Mr. Hogg s,a,ed ,ha, consulting ,ees to 

. . ^ Triden, and Touche Ross and Company will be $10,000 and $<,500 respectively, " 

. _ ■ - |>jus the 30 hours of free managing partner ,lme from Touche Ross and Company. - 

: 'i; : 
Mr- Carr<,ll ^oved t0 accept the Chevy Chase Impac, Study Committee " 

C ;• |Ilep0rt- Mr- 6355 seconded and ,he "ooOco was unanimously approved. 

i ' SALARY, COMPENSATION AND BENEntS COMMITTEH RFPOPT 

■ Mr' E1Sn'C n0ted the conlmi,tee ">«• o" November 5. Staff salaries were. 

WaS n0ted 'b3' Mlary in<:reas" Sh0Uld be an anniversary 

and that 'he """"ittee asked for job descriptions for all staff 
.i positions. 

* c 

lib: : r>iet2 m0Ved '0 acceP,,he Committee', report. Mr. Faulkner seconded 
:. and the motion passed unanimously. 
! / ? . 
i ■. OLD BUSlfstF«;<; 
$ * • 

^ With reference to proposals lor consulting lor the Premium Restructure 

Committee, Mr. Pierson noted the Premium Restructure Committee should meet 

and discuss the Central Reserve Fund and the details of retaining a consultant. 

He asked the committee to have information for the December 19 Board meeting. 

, During discussion of habitjal rule violators, Mr. Neifeld questioned the 

l0r the Comptetion o1 Firs< Maryland's plan lor compliance. 

Wr; Triee Slatea that KaP|an. S"1"1' & Co. has been delayed in the 
completion of First Maryland's plan, apparently, because of their involvement in 



MSSlCs tax case, as well as other businesses requiring higher priority, 

j ; . Mr. Trjce answered Mr. Bass regarding Custom's, net worth by reviewing 

Board's vote on a Formal Cease and Desist Order and the fact that it did not carry 

by,the required 75% margin. Mr. Pierson requested Mr. Trice to obtain, before 

the end of the meeting, figures on Custom's savings total. 

j .. Mr. Dietz noted that Merritt continues to have a steady decline in Liquidity 

with Construction, L.I.P. & Committment, and Lending increasing, and Net Worth 

declining. He said he feels sanctions should be imposed. Mr. Pierson noted this 

wiH be discussed under the President's Report and will be taken up at that time. 

^ • Mr. Hogg saide that the staff hbpes to have its recommendation regarding 

the revised Liquidity Regulation by the. December' 17 Executive Committee 

• Meeting. 
* 

Mr' DOliVka <)ues,ioned thc *»«» 01 the preliminary drait. from the 

Accounting Task Force. Mr. Terry Hail noted he has not completed it but that it 

. will be finished by the December Board Meeting. 

j NEW BUSINESS 

i i " V 

•■j. ' H088 repor,1d ,hat <hr« associations have requested a waiver of the 

Brokered Deposit Rule 3-706, (Center, Savings, Baltimore American, and First 

Maryland). He said staff recommends-that the Board grant a waiver for Center . 

Savings and Loan Associaton for 1 year to October 1985. 

| Mr. Elsmc moved to grant waiver as previously defined to Center Savings 

^ Loan Associaton. Mr. Dietz seconded and the motion carried unanimously. 

| Mr. Hogg reported First Maryland presently has Brokered Deposits of 2</% 

of savings and that they have indicated they will make every effort to comply by 

October 1985. 
i i * 

Mr. Carroll moved to grant the waiver to First Maryland effective through 

October 1985, Mrs. Anderson seconded and the motion carried unanimously. 



Mrs. Anderson excused herself from the meeting a! this juncture while 

Baltimore American's waiver was discussed. Mr. Hogg said 15% 0, Ms 

association's savings are in Brokered Deposits and that they are requesting a 

waiver until May, 1983 a, which time they expect to be in compliance with ,he 

regulation. 

Mr. Dolivka moved «. grant the waiver to Baltimore American Savings and. 

Loan Association effective through May,; 1985, Mr. Hsnic seconded and the motibh 

received majority approval in Mrs. Anderson's absence. Mrs. Anderson.returned ,o 

the meeting. . 

It was the concensus of the Board that .he next Board Meeting will be he« 

December IS, 1984 and the Executive Committee will meet on December 17, 

im. 

Mr. Hogg on a request for approval of issuance of subordinated debenture 

- .from Fairfax Savings and Loan Association. He detailed that it is proposed to be a 

. reported $1,057 million, 10%, 10 year subordinated debenture 

. J. Mr. Hogg said the staff recommends approval. 

fcliowinS discussion, Mr. Neileld moved to grant the request, Mr. Bass 

jseconded. 
i j.*'1. J . i Xt' t - . * : 

llrl ^ P,erson <luestioned the-difference between the Fairfax Debenture and ; 

Debenture- Mr- Hogg noted that the Community Debenture would 
■•have created additonal net worth where Fairfax Debenture is just a , 

reclassification of net worth. 

; i: Upon a vote the motion was unanimously approved. 

S? Mr; Diet2 pr0p0sed a »«')' Commission on Asset-Liability Manage,nent. i 
He recommended three members of the Accounting Task Force namely, Martin' •. 

.Becker, William Anderson and Gary Loraditch as the composition of the Study l,' 

^ommission. He said they could review possible reporting requirements with 

i . 2295 ' 
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regard to this area of concern. 

Mr. Dietz formally moved the establishment of this Study Commission as 

previously described. 

Mr. Faulkner seconded and the motion was unanimously approved. 

report of the president 

Mr. Hogg reported that the Board of Commissioners meeting was brief, and 

relatively uneventful. He noted Mr. Charles Brown, Director ol the Division of 

Savings and Loan Associations reached a milestone of 65 years of age. He also 

noted that the Division will move to the Brokerage in the Inne^ Harbor on 

November 30, 198^. 

The following was discussed during an update on selected associations: 

1) . Old Court/First Progressive merged on li/l/8<f. 

2) Custom expects to reduce there total savings by $2 1/2 million by the 

end of November and $10 million by the . end of December. Mr. 

Pierson requested that the staff obtain written evidence from Custom 

Savings Association which states that they plan to enhance net worth 

by reducing savings. Mr. Pierson further directed the staff to ask 

Custom to comply by April, 1985. 

3) Merritt's stockholder dispute will be settled today by way of Mr. 

Klein's purchase of controlling interest in the association's stock. 

Following discussion, Mr. Pierson stated that it is imperative that a 

meeting be set with Mr. Klein and Merritt's new Board of Directors at 

MSSlCs offices to discuss how violations will be corrected and their 

Plans regarding various office buildings they are currently 

constructing. He said that he, members of MSSIC's staff, and at least 

one other member of the MSSIC Board will be in attendance at this 

meeting. 
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Mr. Donohue moved to dircc. the action described by Mr. Piersoa be taken. 

; Mr. NeifeJd seconded and the motion was unanimously approved. 

Mr. Trice said a meeting with representatives of Liberty Savings and Loan 
regarding there fidelity bond is scheduled for tomorrow. 

Mr. Hogg reported that the staff meeting with MSSIC's line banks went 

well. 

punng a personnel update, Mr. Hogg indicated that Dean Degiondomenico 

■ joined the MSSIC staff on Monday, November 26th, and, that he will help 

coordinate the review process. He further reported that Adrienne Koutreiakos 

*111 join the MSSIC staff on Monday, December 3rd as a Financial Analyst. He r 

also noted that the staff is completing a form with reference to job functions. 

> ■ Mr. Hogg concluded his remarks by stating that the budget will be 

concluded this month. 

V , Mr. Brown discussed member branch applications and the approval 

procedures which he is required to follow under the code. 

' ■ Mr. Brown concluded this discussion by stating that if the Corporation is 

opposed to a branch approval of one of its members, it should submit a protest and 

request a heanng. In response to Mr; Brown's comments, Mr. Pierson asked the 

staff to be certain that prior communication with the general membership makes : 

•t very clear that the Corporation intends to object to branch applications filed by 

members who are in violation of one or more of MSSIC's Rules and Regulations, 

and that MSSIC may formally request and attend a hearing on such an application .. 

in opposition. 

Mr. Pierson said that from November 28, 19^ forward the Board or 

Membership Committee will make the final determination on requesting a formal 

hearing on specific branch applications. . , 

ing a request by Mr. Pierson for a resolution to express sympathy to 
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the iamiJy of Simon Butt (Director, Baltimore County Savings and Loan 

Association) at his passing. 

Mr. Neifeld thus moved, Mr. Elsnic seconded and the vote was unanimously 

favorable. 

At 12:05 p.m. the Board retired into executive session and all non-members . 

of the Board of Directors were excused from the meeting. 

R< 
Patrick M. McCrackeh 
Assistant Secretary 

PMM/lm. 

r 
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y MARYLAND SAVINGS-SHARE INSURANCE CORPORATION! 

MEMBERSHIP COMMITTEE 

WEDNESDAY, NOVEMBER 14. 1984 

The regular monthly meeting of the Membership Committee of Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation, 

114 East Lexington Street, Baltimore, Maryland, on November 14, 1984 at 9:00 

■ ' ' 
<*■ •, A.M. - —- 

:" '■ 
V ' Members present: 

, 1:'' '*<'• .jr* f •• f i*': .i. 
Terry L. Neifeld, Chairman Henry R.Elsnic 

William F. Brooks, 3r. 3ohn D. Faulkner, 3r. 

Michael 3. Dietz . 3ames L. Otto 

George W. H. Pierson, Ex-Officio 

Charles C. Hogg n, President; Paul V. Trice, 3r., Senior 

President; Patrick M. McCracken, Assistant Secretary; Martin W. Becker, 

5enior Financial Analyst. 

. f . A motion was made, seconded and duly passed to accept the minutes of the 

^ 0ctober I0» 1 and October 22, 198% meeting as submitted. 
•>.. ... ... 

> ' MEMBERS' COMMENTS 

Mr. Dietz expressed concern over the drop in Merritt Savings and Loan's net 

worth ratio. He emphasized that the Corporation should oppose any new branches 

lor savings especially now that Merritt Savings and Loan is in violation of both the 

W-r "f1 worth rule and liquidity rule in addition to the continuing violation of the 

• - .. lending rules. 
. ... 

advised that he and Mr. Trice have scheduled a meeting with 

^ f -.Merritt% Board of Directors on Friday. 

Mr. Brooks inquired about the status of First Maryland Savings and Loan's 
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pending branch applications. It was reported that a branch application for one site 

in a metro station was approved by Mr. Brown of the Division of Savings and Loan 

Association. Mr. Brooks related that he strongly believes that the Corporation 

should take a firmer position in conveying to the Division the opposition of the 

approval of branches to MSSIC associations in violation of the Rules and 

Regulations. 

Mr. Otto suggested that if MSSIC is not given adequate hearings and the 

Division continues to override our requests we should adopt our own rules and 

regulations on branching. Mr. Hogg stated that he feels Mr. Brown is sensitive to 

the Corporation's position on branching by rule violators. 

REPORTS BY STAFF 

CHEVY CHASE: 

* Mr. Hogg noted that a committee consisting of members of the staff, Mr. 

Faulkner, Mr. Dietz and Mrs. Anderson met with representatives from Touche 

Ross and Trident to discuss the proposed impact study of the proposals submitted 

by Chevy Chase Savings and Loan. Both Touche Ross & Co. and Trident Financial 

Corp. have been retained for the project and intend to submit their reports in the 

first week of December. 

MERRITT: 

Mr. Trice mentioned he and Mr. Hogg will be meeting with Merritfs Board 

to discuss net worth, liquidity, and the status of the Merritt Tower. 

LIBERTY: 

Mr. Trice noted that MSSIC is in the process of completing an analysis of 

various options available in deciding whether to proceed with a new insurance 

agreement. He mentioned that Ohio Casualty will cancel Liberty's fidelity bond 

as of 12/3/S^. The association is attempting to obtain another bond. 

OLD COURT/FIRST PROGRESSIVE: 
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Mr. Trice reported that the merger was consumated on 11/1/8^. He noted 

that the audit on First Progressive will be from 1/1/S4 to the date of merger. 

Glass and Associates is conducting the auditing. The division exam of First 

Progressive will also be completed and sent to MSSIC. The hypothecation of 

savings will be transferred from First Progressive to Old Court. Mr.Trice 

reported that a meeting was held between Messers. Levitt, Cardin, 

representatives of both MSSIC and the Division, to discuss the Division 

examination. 

CUSTOM: 

;V?y , Mr. Trice reported he met with Custom on two occasions to discuss infusing 

additional capital. Management has indicated it will not raise additional capital 

but will freeze and reduce the savings level. The association indicated it will 

HI, continue to advertise, as necessary, to maintain its presence in the market. 

•' • -• • • 
Several members indicated their strong opposition to the plan to continue 

advertising. 

Mr. Dietz wanted to go on record that he is opposed to the plan submitted by 

Custom and feels that the association should be required to cease all advertising 

for savings. 

BALTIMORE AM ERIC AN/L ANSDOW NE: 

The Board of Directors of the association reported that certain problems 

have yet to be resolved and therefore a delay in the merger exists. The 

Committee was advised that no action be taken until the resolution of these 

problems. 

RIDGEWAY: 

There has been a change to Ridgeway's Board of Directors. Staff has 

- requested the association to provide us with biographical information on the new 

Board. 



SOUTHERN PERMANENT: 

Mr. Trice noted they had previously converted to stock. They also have a 

new Board oi Directors and staff has requested biographical information on them 

along with a general business plan for the next 12 months. 

GIBRALTAR: 

There are still a number of issues to be resolved concerning the pending 

branch application. Gibraltar* attorney has agreed that the association should 

and will enter into an agreement not to open this pending branch or any new 

branch until the issues are resolved. They are to repay the remaining $1 million to 

MSSIC today. 

EASTERN; 

Messers. Trice and Hogg met with representatives of Eastern Savings and 

.•^Loan to discuss the net worth deficiency. An agreement was reached that the 

association would comply with the 3.75% level within five months or Mr. 

Goldsmith will infuse capital. 

Mr. Pierson commended several members on their contributions in resolving 

several problem issues that currently exist. 

^r* Picson requested Mr. Brooks in particular to maintain his monitoring of 

Merritt Savings and Loan. 

Pierson also requested Mr. Dietz to continue his observations on the 

advertising situation of Custom. 

Mr. Pierson indicated that should the objectives of MSSIC concerning branch 

approvals by the state prove to be unsatisfactory, that Mr. Otto's suggestion 

concerning adopting our own rules and regulations be implemented. 

It was noted that MSSIC should consider attending any branch application 

hearings that the Corporation is in opposition to. 

REQUEST FOR APPROVAL! 
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FAIRFAX: 

Request «o issue subordinated debentures has been made by the association 

After review and discussion, a motion was made, seconded and du,y passed to 

recommend ,o the Board of Directors ,o approve the proposed issuance of 

subordinated debentures. 

NET WORTH RUI F? 

Mr. Otto recommended the Committee revise the existing net worth ruie in 

terms of primary and secondary types of net worth. Mr. FauiXner noted that the 

Corporation wouid do better „ utiii* and impiemern existing sanctions and 

~ ^ remedies against current rule vioia.ors, rather than consider changing ,he ruie a, 

this time. After discussion, the Committee decided to defer any action on 

changing the current net worth rule. 

r 77,6 meetinS was adjourned at 12:05 p.m. 

MWB/Jsm 

Respectfully Submitted 
Martin W. Becker 
Senior Financial Analyst 

/ 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTEE 

WEDNESDAY. DECEMBER 12. 1984 

, i:- . .?r • 
; .••M-; ' .■ • 

^ reSular monthly .meeting of the Membership Committee of the Maryland 

;-^l^^vings-Share Insurance Corporation was held at the offices of the Corporation at 

  "If "f Bast Lexington Street, Baltimore, Maryland on Wednesday, December i2, 198^. 

9&0 a.m. 

Members present: 

■ 
Henry F. Elsnic (Chairman) 

;. William F. Brooks, Jr. 

Michael 3. Dietz 
^ ■' 
,3erome F. Dolivka . 

3ohn D. Faulkner, Jr. 

Terry L. NeifeJd 

__ James T. Otto, Sr. 

George W. H. Pierson (Ex- Officio) 

jf^fte-S-pre?en-:- Paul V'-Trice, Jr., -Senior: Vice President; Patrick M 

^^ra^cen. Assistant Secretary; Ann Franetovi^h, Financial Analyst, Lesley A. 

vVemsdorfer, secretary. 

meeting was called to order at 9:10. 

UsniC Stated that he was to temporarily chair the Membership 

Committee due to Mr. NeifeWs resignation. 

Mr. Neifeld noted that capitol on pages 3 and k of the November 1.4 minutes 

^should be changed to capital. He then moved to approve the minutes. Mr. Dietz 

^1e motion. The motion was unanimously approved. 

[ 3K COMMITTEE MEMBERS' COMMFNTS 

Ij^^®|vi.'
esp0nse t0 Mr* Diet2ls question, Mr. Trice noted that a meeting will be 

.■on Monday, December 17, 1984, between the new Board of Directors of 

^3]Q;4e2 0 
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Merritt Commercial Savings and Loan, Inc., Mr. Pierson, and members oi the 

MSSIC staff. 

Mr. Dietz asked about the status of Liberty Savings and Loan Association. 

Mr. Trice noted that an extension of their fidelity bond through the expiration 

date (April of 1985), appears likely. 

Mr. Dietz requested that the MSSIC staff communicate to the Division of 

Savings and Loan Associations our desire to know the Division's examination 

schedule and specific dates of exit interviews, in order to attend when we deem it 

appropriate or desirable. 

,Mr. Faulkner asked the MSSIC staff to contact Mr. LeCompte of the 

Dmsion of Savings and Loan Associations and stress the importance of his 

attendance at MSSIC Membership Committee meetings. 

. ^ Trice answered Mr. Neifeld's question regarding the liquidity rule by 

^ ^ that the MSSIC staff's final recommendation is forthcoming. 

» • ► 

".'f. ■' REPORTS BY STAFF 

Chevy chase- lt was indicated that the Chevy Chase subcommittee will 

> ; -v."1®®1 t<>day at 2:00 P-™- A rePort will be given at the December Board meeting. 

Merritt. During a discussion the lollowing items were noted: 

1. The Association indicated that it will comply with the liquidity rule by 

the end of December. 

2. The Association continues to comply with their previously submitted 

and accepted plans regarding lending rule violations. 

: 3. The net worth position of the Association will be discussed further at 

. , vthe previ0lJsly mentioned December 17, 1984 meeting. 

^ re^est^ that the MSSIC staff do a review of King's Unding Town 

Homes m Delaware. Mr. Brooks suggested that Heron Harbor in Ocean City be 
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included in the review. 

Custom. Mr. Trice reviewed their compliance with their plan lor reduction 

in savings level, noting that savings reported continues to decline below that level 

reported as of October 31, 1984. 

Southern Permanent. Mr. Trice distributed and reviewed the December 10, 

1984, review memorandum from Mr. Digiondomenico and Ms. Koutrelakos (copy 

attached). During discussion, it was noted that the Association has violated 

^evera* 0* the Corporation's rules and regulations and that the staff has been in 

contact with Weinberg and Green (counsel to Southern Permanent). It was further 

noted that MSSIC should receive a hypothecation from Southern Permanent by 

Friday, December 14, 1984. . At the conclusion of the discussion, Mr. Trice was 

jjdirected to write a staff cease-and-desist letter to Southern Permanent regarding 

.fevafipus.yipjatjons.u^;'Qtto:suggestgd_lhat the word expulsion be used in the 

letter as remedy to an apparent lack of and totai disregard for compliance. Mr. 

Brooks emphasized the importance of prompt attention on this matter. Mr. Trice 

agreed that the letter would be delivered within 48 hours. 

Potomac. Mr. McCracken reported on his recent review of Potomac Savings 

and Loan Association. Following this report, it was noted that a written summary 

will be forwarded to the Membership Committee, and a copy of that summary will 

be attached to the permanent file copy of these minutes. Mr. Elsnic requested 

that the staff maintain a close monitor of Potomac Savings and Loan Association. 
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Presidential. Messrs. Cleveland, Ege, and Bevan entered the meeting and 

gave a short presentation regarding the following: 

-•v. 

1. Why the investors are interested in forming a savings and loan. 

2. Why the investors are interested in Bethesda; and 

3. Why the investors are interested in MSSIC. 

During a brief question and answer period, Mr. Elsnic stressed the need for 

members to maintain full compliance with MSSIC rules and regulations. 

The representatives of Presidential Savings Association were then excused 

from the meeting. 

. A motion was made to recommend to the Boand of Directors the approval of 

the application for MSSIC insurance of Presidential Savings Association, subject to 

^;?^OVal 0f_Charles- n* jro^n' *•' Director Of the Division of Savings and 

1 Associations. The motion was seconded and duly passed. 
•v^'-'v . . 

--Follo3*dng. a >ngth^ review and discussion of-a new insurance 

.a8reernent for Liberty Saving and Loan, Mr. Otto moved that MSSIC enter into an 

- Insurance agreement with Uberty including as a part thereof the following net 

; worth to savings ratios: 

1. A net worth to savings ratio of .50% as of January 31, 1985; 

2. A net worth to savings ratio of .75% as of February 28, 1985; 

3. A net worth to savings ratio of 1.00% as of March 31, 1985; 

4. An increase of no Jess than .05% on previous savings base at the end of 

each month thereafter; 

5. All net (exclusive of dividends) new savings growth be supported by a 

396 net worth ratl0 on an averaging period of 2 to 3 months. 
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Mr. Dietz seconded the motion. The motion passed by majority approval with 

Messrs. Faulkner and Dolvika opposing. 

Mr. Brooks moved that Mr. Hogg be directed to immediately seek a merger 

partner for an assisted merger with Liberty. The motion failed for lack of a 

second. 

Old Court. A request from Old Court to allow the First Progressive 

hypothecation ($609,428.02) to be converted Into a subordinated debenture was 

discussed. Mr. Brooks moved to deny that request. Mr. Neifeld seconded the 

motion, and it was unanimously approved. 

Mr. Brooks then moved that a copy of the letter of commitment from Old 

.acquired and presented to the MSSIC. Board of Directors for analysis. Mr. Neifeld 

.1"Mr. Otto moved tha_t Old Court be required_tp_subrnit daily reports in areas. 

de«med appropriate by the MSSIC staff. Mr. Dietz seconded, but a vote was not 

taken. 

Mr. Otto recommended that the .Board consider requiring a MSSIC staff 

member to attend all Old Court Savings and Loan, Inc. Board and committee 

meetings. Mr. Dietz seconded the motion. The motion carried by majority vote 

with Messrs. Dolivka and Faulkner opposing and Mr. Brooks abstaining. 

Mr. Brooks moved that in view of the violations of the lending rules, and the 

further apparent violation of the staff cease-and-desist letter (August 13, 1984), 

the Membership Committee recommend, subject to the confirmation of the 

violation, that the Board of Directors issue a Cease-and-Desist Order to Old Court 

Sayings and Loan, Inc. Mr. Dolivka seconded the motion. It was then passed 

unanimously. 

Court Savings and Loan, Inc., regarding the Levittown, Florida -transaction, be 

seconded the motion, and the motion was passed unanimously 
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RULE VIOLATIONS STATUS REPORT 

Mr. Trice stated that the First Maryland plan prepared by Kaplan Smith and 

Associates should be received by December 31, 1984. 

Following discussion, Mr. Brooks moved that the Corporation file a formal 

protest with the Division of Savings and Loan Associations regarding the branch 

application of Gibraltar Building and Loan Association due to that associations 

violation of MSSIC rules and regulations. Mr. Dietz seconded, and the motion" 

passed by a majority vote with Mr. Faulkner opposing. 

Mr. Trice indicated that he wished to report on a matter which involved 

EPIC Holdings and the principals of Community Savings and Loan; Accordingly, 

and in accordance with Section 2-803 of the By-Laws, Mr. Faulkner left the room 

v;,' a-t-thisjU[lCtUre- . Mr- Trice reported that Mr. D. B. Berlin had advised that he is 
., ? *   -    - • 

considering filing application for de novo charter membership in MSSIC. Mr. Trice 

_*urther. noted- that, the proposed, majority, stockholders of this proposed de novo 

charter are Messrs. C. McCuistion and f. Billman who are presently the majority 

owners of EPIC Holdings and Community. 

Following discussion, the Committee agreed that a prompt review of 

multiple majority ownership of member associations is in order and recommends 

that the Board consider a prompt review of same including, but not limited to, 

counsel's review, BHC Acts, FHLBB Savings and Loan Holding Company 

Regulations, and any other regulatory or insurance material and restrictions on 

"controlling parties. 

Mr. Faulkner rejoined the meeting shortly after Mr. Trice's comments. 

' Mr* 0110 moved that the Committee recommend to the MSSIC Board that a 
tcmPorary moratorium be placed on new members, until staff completes its 

review and determination of appropriate current membership requriements. Mr. 
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Dolivka seconded the motion. It was then passed by majority vote with Mr. Dietz 

and Mr. Neifeld abstaining. 

There being no further business to come before the Membership Committee, 

the Chairman called for a motion to adjourn. Mr. Neifeld so moved, and Mr. Dietz 

seconded. The motion carried unanimously. 

The meeting adjourned at 1:09 p.m. 

Respectfully Submitted, 

PMM/law 
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MARYLAND SAVINGS-SHARE INSURANCE CORrORATlON 

MEMDERSllir COMMITTEE i. , i. , • 

" ■' - ■ ' WEDNESDAY. JANUARY 9. J9X5 j    «  !-• I • ' 

! i1'" 

t • I ' * ! 
! r'V' 
1 ■! 

'•'I'-';-1 l-'iv'i : • f -'iisr • , ■ j.,;.-, ; ,    

. ..The Regular monthly meeting of the Membership. Committee of Maryland , j . f; j; 

^ngs-Share. Insurance Corporation was held at the offices of the Corporation, . " ' ■ 

11<f kst Lexington Street, Baltimore, Maryland, on January 9,1985 at 9:00 A.M.1| ■ I 
■'/•: , ■ " '■■.'J !i • • * ■* . V v «; 
^ r 1 v Members present: 

' • : i\* I 1 

- ':Henry R- E,SnlC' Chairman
;i.fe-.'i.. fV-iri -(John D. Faulkner, Jr.' • .» 

!• .^iUia-n P. Bro.b, j',:., ,,, (Yt;jjtj ■ Terry L. Neifeld .. , 

iiir Mid.d 0. Cictz      • James L. Otto ,, ■ 
. Jerome F. Dolivka i' - ' ■ V     - il 1 B 

gm ■ •■|^r"me F' Doli-ka i . o (jfer,M ;ji; George W. H. Pierson, Ex-Oliiclo 

.°fhers Prs;se?t;. Charles C^Hogg II, President; Paul |V. Trice, Or., Senior , '.j ffj N'.-j.' 

.McCracken, Assistant Secretary^ Martin W. Becker, 

^ A motlon was made. seconded and duly passed to accept the minutes of the,, •: i."' 

December 12, 1W,meeting as submitted^ . , v ... . . .. ' rfx 

•iSlllFAt' -i:-MEMBERS' COM .. .X:.: MEMBERS'COMMENTS '■■■/£ if 
• > -   rirti -I; ;• {J- /t.-;;.;! I,- -; rv'i;-' 

I $;*" i',r''--C®'^:,.'Br0.0ks and ^v\i9}}.0, ®re not members of the Board, Mr. 

iftllif ' revk^d:,he o'.'he Board meeting concerning tl.e recommendations 

iMsr   ' 

•«. #.i i ... ; !)• *1. r • . \'3'S Tjf ^ 

• J. 

,: Y. ..-■Ji'.''. 

•■'•I ir ^ -•j-rvn ■-j <}iM;V ^ .•.v^|(-|;,s w 
:i. ; • J . ; * 

■nr. 

ii? 

- |4li' }ff ' r f*».i t, 
.. Membership Committee from, the ,December meeting. Mr. Elsnic's statements ,r 

:'.r 

••'"M-J.'r'i Ss^. were as fnllnu/e. : ■ ■ I . ■;;.r ukpi? were as follows: 

■' ;;1' ^*'BOar'd' ?PProved.the,Membership.Committee's recommendation thati0|:ij;||piT 

vfilpft' Preside"-al.Savings aPd Loan ^Association be, accepted for membership in MSSIC^^I^f 
'f' " and for Insurance of its savings. ■ .. . . i . . v j -J'Sli!'* 

. . ■2V:.'11,e; .Board .'approved^th^ Membership . Committee's .recommendation •irh- 
   i -■ . ^ 4 iiit, 'tvjf.'S''j 'jj. 

mng Uberty Savings and Loan Association's Insurance Agreement with the'ji.^^^iSi^ 
! ( 
,! 
i . ik 
1 

.V 
d1' 
lia.: 

{£: 

, 2 

^ | , concerning Liberty Savings 

v" ' ' 
pyK-v 

^bf|3Ki;V! 

; t.- .. , i » • 

i it 

H: 

-.ti'm ,r , 

f r^J .'io • 

k-'.ife:•' -V:.^ rev.. 

• 1-, :. 111 e 21 
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ji Jii!'') i»iir, »r-.i.- i.-;) 
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in! ' 

"Tv 

# 
■■ iSni li/ 1 1 ' li f 

deletion of Item 5 of the agreementiy,^ :v-X;^... ,, ^ , j 

'hj, . 3' Subsequent t0 December's^ Membership_ Committee meeting, it was 

determined that the Corporation has no legal right to retain the hypothecation of 

First Progressive,'subject to the satisfactory achievement of certain conditions. 

However, the principals have agreed to convert the hypothecation to subordinated 

debentures at Old Court Savings and Loan/'llie Board approved" the issuance of 

|> the subordinated debenture by the association. Jf ' '< .?;l_ 
; 1' i i*j /. j, 

•v: ' Board dld not aPProve the Membership Committee's recommendtion 

that a MSSIC Staff member should attend all Old Court Saving and Loan's Board 
j • • ■.•* _ •*; . • 

and Committee meetings due to the many pending staff projects:"''1 Vi '' 

v ;i: • 3' 1,16 Board did not aPProve the Membership Committee's recommendation ' 

! - ' 'k ' :; if!'..'! 

. WW.- 
ir-': • •. .j)5! ••, • • 

nr'i."! -i 1,.f 

■ 0il'M 

' I'fil f?] \ 
J it1'; ' t » 

'iiVl ' jv [ 

" ill " fi • • • ; 

* *i»* 1; (' i I' 

m 
Vi- ■ >). •• 

i»" 

Ifjr 

4's'r' ■ ' 

) i 

' . , ,,u,":"uaww" . | 'i 

S-:!!?'' j that 3 te.mporary moratorium be P,aced on a" new applications for membership. ij,. j 

lrht Board dld not aPProve the Membership Committee's recommendation ^ 

j;; Imm- 3 f0rmal Pr0teSt Sh0Uld ^ filed a8ainst Gibraltar Building and Loan's branch ? { 

H' application.' r': :';V i'l- - ' ^ h-'ry. i;.. ... 

''j Mr' DietZ inquire<1 about the. status of Old Court Savings'and Loan'and V-J ffekTH*' 

Wj: 
;ill ;)•:!; mm 

■'J I'-'l't 
;rit. 
*iwmu 11 1") II:. i.; 

iUji'. i'. . ' i'" ! ■'U 
Liberty Savings and Loan since these were not listed on the'Agenda] ! Mr. Trice ^V-Ippj- 

if n0ted that Liberty was a8reeable to. the conditions of the Insurance Agreement 

W|eXCept:£or the fifth Item concerning a required 3% net worth on all new savings. •' 

n® fUrthe.r n0ted that the Association requested an extension of three months'to'5 

aChieVe the net WOrth Percenti,e recluirements set forth in the terms of the ^ 
currently Proposed Insurance Agreement passed by the Board in December. After I ' 

SllHildiSCUSSi0n; the Committee V0ted 3 to;3 to recommend approval to amend Liberty-s ^ 

A 

agreement t0 Provide for the extension. Mr. Elsnic cast his vote opposing the 

amendment t0 break the tie."He noted that his vote represented his feeling that 

amendment t0 the Insurance' Agreement "was not in' the purview of 'the 

n",,M ** ,hat " is on,)' th« Boart,'s pcrogative to make such an amendment. 5' .'i 
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Mr, Trice noted that the affect of First Progressive on Oid Court has not yet , j - . 

been determined. Information concerning lending limitations and liquidity should 

■ ' ' ■* i •; )■! ; 
be received by the end of the month. Mr. Brooks asked how Old Court's activities ■' • • 

can be curbed until this information has been received. Mr. Pierson then noted if ! •' 

' i 1 j ; 
the Committee, feels that something should be done about an association's, ' ' i; l'i; 

1 ■ ■ " • 1 11 '• 

violations, etc., representatives of the associaton should be requested to appear v; 
I < ( jyjr^i . ■ .t "! | / •; ' j:« 
1,; before, the Committee so that the problems and possible solutions could be > , •- •.•H-.iJ-. ' . , ' . . -..j;-; 

discussed. When a possible solution has been found, the Committee should then 

recommend to the Board what action it deems necessary. 4 j 
aippiliiiijj 

After discussion concerning Old Court, Mr. Elsnic noted that he and Mr. 

•1 j • • •'If* 
Pierson thought it appropriate to hold a meeting specifically to review the audit 

reports and Division Examination reports and response for First Progressive and H ?.H; '4 
■ ' * .. t- . . I ,f»i j '■ ■' *! ! *: i 

Old Court. . The meeting will be held January 30, 1985 at 11:00 a.m. If the ■,/i/i -';'f 

' i ■' 
Committee then has questions concerning the operation of Old Court, the 

rw 'BP 
• management of the Association should be called on to appear at the February i-p-jltf 

• . . ' -V?: 
Membership Committee meeting. After a brief discussion, it was decided that the !, ii'^i 

examiner, who conducted Old Court's most, recent Examination and his or her ■ 
•' *" ' * . '/'j ' . ! '."'IJ!'/f Vj'' ^ ; 

supervisor, would also be invited to attend the meeting.. u . ! .• i • i Sri' 

: ; v^ :U. - • t. j. . i 
11 'I, 

'■.l./ 

mi 
wvmr 

:: 1 

-hh: 

- i1^ 

*-'L • v.'-m;-' J-'- «i }'•* *■ j'11*■'' 
V i' 1 'f'i. 

im 

■ . 
i ; /;:!i }\V.: 

i ' " 1 ' ■ y .'i, • i.<:« . ' 
■ : i-fp.' - I S T' ! ' i ' • V 

,• i'1:-! i '' . ' -i i f • 

; f U Mr. • Brooks, asked how the , the segment on 60 Minutes affected the -"l Wfe 
  , • • ■ ■ '''■ i :  

' Corporation,and member associations. .Mr..Hogg reported that MSS1C received 

approximately 180 phone calls on Monday.(and approximately 99 requests for 
I ' ' 1 I ••; . •, i'-, j.,]' Aj' 

Annual Reports, Question and Answer, Brochures, and Open Letters. He further 

' ' ' rv? ■' 
noted that he and Mr. Pierson had explored possibilities of updating the full page :l 

' ' 
ad, responding directly to Harry Reasoner, or utilizing a local newspaper article. . Ji#} 

It was decided that any response,,by MSS1C to Mr. Reasoner's report might ' i ''jiL1 

generate more concern than the segment itself. Beginning with Mr. Pierson, each r li'ill^i 
• ■ • 6 ' • 6'. .• 1 ■' ■ y>- ■■ ■ 

member of the Committee reported on the affects of the article on withdrawals ( 

. . .i;-: • -3- ju ' ■■"i-v-j.: ill;• 
'l: 

I!.' 
I.■ ■, ',>-v i ■ 'liMi 

^ ,jN 



1' v 'i; 

, ■ i h. 

• 3 , 
•• jfii' n ■ ■ j.> i ■ ,i , 

or deposits. Tue affects seem minimal. '• ' j, . 

1' At this point, Mr. Eisnic called for a break and stated that upon returning, H 

representatives from Summit Savings Association would give a presentation 

concerning their proposed association and their application for membership and il' 

<11" 'i.j 

lite . 

kir;.' i 

' i: r • • ffM i• ' T I .'/ ,/ : > i" 
j: 1 V , t ..II ,. 
• j! insurance (see attachment). ■ • / Ulr-.k'"- j -li.. . 
; • i!.... * . . 

.After a brief question and answer period, the gentlemen were excused from 
; . • i v 5 • 1 ' • . • , * * ' 
' ' ; i the meeting. Mr. Brooks then moved that Summit Savings Association be i! 

!. accepted subject to the following items: : ' ''I' -.i , • ji< 

1. Division approval. V * . "!. / ^ V 

• :;r ; 

•> 

i- i Selection of managing officer satisfactory to MSSIC. !i i.'LV.. , , 

I;-.-i iK fi • ' 
' | . 3. Complete disclosure of stock subscriptions which disclosure shall not ' 

i ;f*- I'r. f,fv'w , 
i'-z contain any "controlling" person purchaser deemed undesirable by MSSIC. 

. .. . • .. . , ; 
;• I • • REPORTS BY STAFF ' ' - ,' ; ■'' *'1 ■ 3■£..? .1 H •••' 

' CHEVY CHASE;"" '' ?■' ^ • ■ i 

: >•' 'i. 
V'i-'t!; 

|| 

.il'i 

i 
Mi'- l\1 

tii'i 'i '• '• r • 
i)-4i'i—7)-; 

iViiil-/.' 
: ; 

i 

'Vll.-tilyri!.';'. Mr. Hogg reported that he had received Trident Financial Corporation's'! 

: • ^ ' 1 • • 
j. '' ''preliminary report. He indicated that he would forward a list of questions to Ted a 

• l.-'i i.'l' ■■ 

'J; i*, Rogers of Chevy Chase that are needed by Trident to complete their analysis, v i i 'I 

v' " • 'MKMi{•■"! 
' . ••• Mr. Trice noted that the 38 million dollar valuation had been reported by the j ■ 

t'/ j ; •« •••. »• '' 

■; association on their November 30, 198^ report to MSSIC. Mr. Trice Indicated that > i[!^ 

i-he would write to Mr. Jackman advising him that the 38 million dollars cannot be n ' 1 
• fr; , ■ . . , . ri'j';. ••[i " ! • W'-. f'» . I ^ , 

included and that he must file an amended report. Mr. Dollvka noted that if* j' 

Chevy Chase does not come closer to compliance by the February Membership:) .■ "j vf,""! ''v 
■ ■ < • " 1 dfrl' 

•i Committee meeting, he would move to impose sanctions against advertising for-? 

':V: -- * • '  ■ •• savings upon Chevy Chase Savings and Loan and its 'subsidiaries, - Including Ii 
•  

Government Services. After discussion, the Committee requested Staff to obtain' ''fr-H- ' "i 

;•!/-Mif.i'-• i't:.. • ; 
' an opinion of counsel as to the applicability of sanctions on an association's 

• ;/! nj!!;'-:.'; subsidiaries. • I. : 

-i.-pvy . - . . . 
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f < ' 
MERRITT: 

'! 1 I'' i lit; 'I 

I 
■; Mr. Otto asked about what progress had been made on research on Heron 

. Harbor and King's Landing. Mr. Trice noted that Heron Harbor is a part of the 

' • review concerning donated net worth. He further noted that nothing could be 
. ; I m i ■ ■ . . .. • . . 

- found on King's Landing. Mr. Brooks then informed the Committee that the name 

ij "-y ■ '■' ' ■ '1 ;i •• • ' • i. ; • . . . .. 
i ;;project is King's Grant. A discussion concerning Merritt's November 

• i- ; : •, • : \ nri;: • ' ; • .|, 

I "I • « 

' I. 1 . 

Vj;. , Periodic Performance Report followed. 

: J . 11 CUSTOM: 
1 

"Vli! ! 

■ -y.y.- i.. 
f . ' ; 
..fr 

' '!■ . 
. i \" '' * • ' 

* ,!!; : 

.I'-vUv : 

. ■' !:• rt-' 

Mr. Trice reported that It appears that Custom continues to reduce its level ' 1 . 
. i .. .. . > ... , . i '• * i . ...    

•! M^i! of savings and is apparently in compliance with the business plan imposed upon 
* ' li I i • • I . . . . 

i !•• • S -•! )i 1 'i • "r M i ■ ,• • 
,them. As of November 30, 198<f, the association reports that net worth is at 

!'',v' ' :"1  ■ 1 ' ! 1' I i i : 'i I • . i 

. <■;> 
i 

Hi- I /1 ■ 
•»|V 
3.75%. 

" i"i< 

■'f- i :: iii'if; f' • SOUTHERN PERMANENT. 
: ! ' 'i■ ■ ■ ' s 

Mr. Trice noted that he and Mr. 

i:.!:^lffe^iffil;;Southern Permanent. They have pledged $100,000 as a hypothecation and have h 
!I 1 ■! • I   

Hogg met with two of the main principals of f 
i ',1 , 

' 'j "'!<!■. ! 

'!r-> . -i ■ •  * * 1 ? ■ * * • 
^•yiM^g^ed not to accept any more brokered deposits. 

•'  " " P '!?■' f* -rir li. M n-.j-H ' 
•tl.- FIRST MARYLAND. ' •' i .■"» M 

'■ J. ll'. I''5 ! s htl'T 'It; !' 

deposits. 
i '■/ ' J < I'j » : ' 

MKM MARYLAND. ( . ; I ! : 

.  |!:" H.-l-rM,'. ■, . lifliWii] H 
'•A{■ ; Mr. Becker noted that he believed First Maryland's plan contained technical i,; j' 

ii ' '' W!1 y and strategical errors. The institution plans dramatic growth. The net worth is / M'1 

anticipated to be supported by fee income although it is questionable whether 1, 
' -iiK vf • .ji-vV r i 

! • .v ii:!:1--there will be sufficient loan origination fees available. Mr. Trice agreed that a 1!1 0 . i i 
■ ■ , - f ijl, ' ' , j 

' !' ' jiri >;:revision of the plan was in order. It was the consensus of the Committee that a ' |) 
1 * * i • | :i rp | ja-, 

• It." 1:'-i&}ilit»-;formal Cease-and-Desist Order be issued by the Board of Directors and therefore • 11 iii'l!' f 
•; A\ - .ii-fcfe] 

i ! !:K-r-lla rnotion was made, seconded, and duly passed that the Committee recommend 

' jji: ^that the Board issue a formal Cease-and-Desist Order that First Maryland cease j 

'' /jC ^>1 

!v 'rl 

' l I 

'-r • : 

'' "'i 

•"i -vS.w 
j !i ^.. 

: ! ; i 
'i.'i 

fl}* _ - 
and desist further committing for loans classified under Section 3-217 until such . 

<S;-V ' 
j-. ■ r . 
' ( time as the association is in compliance with this rule. The motion passed 5 to 1 ; 
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with Mr. DoJivka opposing the motion because lie supports Staff's recommendation 
. #1; . . 

that a firm date should be given lor submission of an acceptable plan before the 

i 
?. i 

■it.; 
' M •» ' 

issuance of a Cease-and-Desist Order. 
• i j i. i 

RULE VIOLATIONS. 
: t- i! i|i! ■■ i 

: I I* 

• '' ti 
■I.;-: 1 I 1'-.. ' .1 

p.j j: ! ; _ Mr, Neifeld noted that Kent Savingsiand Loan is apparently not achieving ;]'■ jf-j 

i " I their projected level in net worth and asked if they had been contacted. Mr. Trice "jj; jl J 
,.li j ..I ;{}•>• '••• if >(tl ■ j 
"}}"■ •;f ' V noted that the Staff is aware of the violation and lack of progress as projected but -j?).. -i-s:!: 

• Jvl'iM- l! fMl'fjtifl.;.! • • v i: r ' . :• • >. i .;:,Y .»• : r ■ ••• i.. iil !liw • 
• ■; [il "the association has not yet been contacted. • '4» •:#?!'<!' ! 

;■ ■ _ ' " ■ :i. 
jJ-'-lfjl t,(; ■' :j Mr. Trice noted also that Rideeway claims that the conversion to stock will ■ 

'■ ' 1 • i-ln   I fey' '' 
IJ'-jlri ' bring them into compliance with the net worth rule, but until the conversion is;"'; ■•'j: 

? Is -I I} i i Ij I •; ■ . ; i • i I';. -i • |... i-» l: i ' ' ' • IT, • i". 
! approved, he would'like them to develop and submit a business plan to bring them ' i?'' 

i f J •}&:' '! ' • ■ ■ i . ' i- • j 
■ it ! * ;} into compliance with this rule (3-211) and also to effect compliance with Section .. : 

'• ' ■ * ■' '"'i ■ .1 

.•ii 
Tf - 

;:? 

% 

•ii 

; 3-210. j <• 

■ ^ i • • .... , ^. >. 
i;; 1^1'' Mr. Otto inquired about the findings of the review of the liquidity rule. Mr. i 

"i .'I rv • .• .{S.v .• • ■■ M • ■ • . ^ .i- 
' * I • • ii.'*'* • •' ' 4 • * . * ' 

■ifi-'- • .Trice noted the proposed rule would require significant additional liquidity for^;"' 
f r-\ ' ; : ( f i- i :• .| i t t-s •••,;!• i )< 1 ; i ; t.? •) . 

rl 'many associations that are currently maintaing high levels of liquidity. He^ 
'A i : 1 ? " •' . •?.1 • •ft: r* • 1 i .y**. .rj.j 15.j' './S i y* j* j* '") i i * j *i» 

' ' recommended that the staff research the options for further changes. •'Ii1? Yi"I' il^'j 

^ • .■ <if-< i.-'r *.• 
! There being no further business, the meeting was adjourned at 12;<f5. • ' 1- 'i'fc&jH'fJ? 

i l hf.V5.il s m' Cj- •. ■ •: i .fM. -!iJ: 

'' 'J.; jit II] . f J : lu. »; I I • J 4f 
Tf.-!1 : 1.1 'V.i MM) 

•!' r ' c 'I ^iVJlI■ il ' , , 
: | i < • V' f" ' ••■ ' •V J V • 

■   ... ... ... . . .. 

'M'1 , ••••rrlf ."''i'i; tl1' 
: ■ Vi-. 

: ■ I *•' 

'"If!.; 
.•!I.. I . .1,' 

|f ! ... «•••.{ 

1 r ' .Jl f i;l:. 

, .1 I f- 

I .!J 
■ - - 

• > It' .M 

■si! h'jTx'xy. ," ril ;> liji!; ! • • -- j-ij »• •1 ■ •> •■-.il ,*'■ '..vii-J j.-' 
' "'i. ' i' . ^^i '1' **'' * ■ * 

=: • ! ,'FJ'? 'J-n Respectfully Submitted i Jori.-flM'il 

■ , ' ■ i- :! I :. Martin W. Becker 
' 5." 1 >.•!/ vUv>f!tw.tK Senior Financial Analyst U 

• i r v • - 

'-Si 

------ . i 
• ^ .."t'*tljj; . i '. ■ , '. .• j ■ . ' • i • I 

"l-!- -■ "c-'f: •>» *'• ''-J 1 i.f ?nf..v! 5 ('' i;il!;j7«j(( ii:» i ;.S! 

• - ym 
MWB/law'" ' ri'>> . .-Jim if. ji ^'iv, I'| i ni nr.-: •;|:1 ftif.iirflj; 

• B-ite ■ ; 23K :'L ;: i •m'-i 
•■IV. 
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MARYLAND SAVIN'GS-SMARE INSURANCE COHPORAUQ^' 

MEMBERS!IIP COMMITTEE , 

WEDNESDAY, FEDRUARY 13, 1983 

'-rV-! ' 
■jlv-i;..' 

• 'ri nl 

'IPh'H';: 

a 
i 

j Tlie regular monthly meeting of the Membership Committee of the Maryland 

;||| Savings-Sliare Insurance Corporation was held at the offices of the Corporation at g;j f-j 

; ; ■ S' !®.i lu Wst Lexington Street, Baltimore, Maryland on Wednesday, February 13, 1985 ■. 1 1' : tl'.. • , ■ ■ j;,- >1,5 

!,! v; at 9;00 a.m. ' .1 l.>jV-f|?l 
s ■ *' ' 'i'-V'l ' i i < jlfi 1 »}■ 
V Members present: 

; j ' /"t".1'..''J •'l I . ;4ji- 
li'-'l. 'u-f.•!    ci,n:/> r^hairman^ ' . Terrv L. Neifeld * I s i 

3 • X: 
: ."'I Henry F. Elsnic (Chairman) 

i•;> 

'|1;V: •J.'i&'l-?" :• • i William F. Brooks, Jr. 
• ' • fi • • 3/. i 

, • ! John D. Faulkner, 3r. 

. : VK'l-t.- JL".. • . ■■ 

Terry L. Neifeld 

George W. H. Pierson 
Oib ' 

' I ■W'-i 
m] 

James L. Otto, Sr. 

, <] "ir li* ;> .i!1 

1 i'fIn'l 

i: i« 

1 [# 

• iiiWt'i Wernsdorfer, secretary. • 
■ !!;N: •! 

^ j;•'! :• Absent and excused: 
•. if 

: ' ; 1 •' . ' Michael 3. Dietz . 'i 
' I i >:• ' i i ■; .. 

• ..-i 3erome F. Dolivka •• • , 1 

'J'l COMMITTEE MEMBERS' COMMENTS 

;l Mr. Elsnic noted that the Board of Directors acted favorably upon 

: :,l i Membership Committee's recommendation to accept Summit Savings Association ||^ || 

• ^ !: : lor! membership in and insurance of accounts by MSSIC. He further noted that 

• '^^/|||| Board acted favorably upon the Membership Committee's recommendation to iss^^||l 

n ' $W-- a formal Cease-and-Desist Order to First Maryland Savings and Loan, Inc._under 

Rule 3-217. The Board lurlher said that First Maryland would be given 

'i ■' "iE22 ■ 23t?r : 

■mmi i ■ r -Um 
V; v- * * : 

* •* I 4 l.W'U 



i 
■ • ■ 

J: ' 

V 

i. •.' 

S:: 

■■' W; ' , i . 

rV.-< 
'■ i-1' 

from the date of the notice to submit an acceptable business plan. II , by the end 

oi 30 days, an acceptable plan has not been submitted, a hearing will be held. In j ^ 

accordance with the applicable rule, the Cease-and-Desist Order will become j V, 

effective on the thirty first day following the hearing. Following a lengthy jP,,. 

discussion concerning the Cease-and-Desist process, Mr. Faulkner suggested that ^ 

Mr Pierson consider directing the By-Law Review Committee to review the ^ ^ ^ 
; . . . . • V 

'• ^''^'v^content and language of Section 3-222. 

■ '• After some discussion, Mr. Brooks moved that it should be the policy of the : ': ••• • ' " J 1 : 

r, 

i 

Alter some uiju-uwv.., .»».     

Committee and the Secretary of the Meeting to see that the minutes reflect 

•:.! -filil- v/hom a task is delegated .(i.e. the Staff, the Board of Directors, or one of the j/gi_,:j; ■ 

CommiUees, or Counsel for MSSIC) and the desired date for completion of the j 'd!^. 

; task! Mr. Faulkner seconded, and the motion passed unanimously. • 

'' . : Mr. Faulkner moved to accept the minutes of the Regular Membership. 

Committee meeting held.on January 9, 1985. Mr. Brooks seconded, and the 

.••• . , ir ' . iK> 
motion passed unanimously. . ,■ r, 

■■ ' Mr. 

• »i S «»,l » t • . 

passed unanimously. . 

lr. Brooks noted that he had several questions and comments on the minutes^rl;,;1!.,,!:, 
•'  • in-.:' ?;! i: *\• 

Old Court's files concerning overdrafts 01 inuw n^u.u, ^ 

1 and «Iated Parties 10 see i£ lheX.5ti" "if- He indicated that the Board should.b^^j^j| 

>^11^ notified by its next regular meeting on February 27, 19S5. Mr. Faulkner seconded; |||;;^ 

. and the motion passed unanimously. •= 

Following a discussion concerning the availability of Examination Reports,||jj|H:i:|;;i 

n;; ■ 



„ J.^ 

• / I- I. , 
. : •: 

■' ■ 1 'j • 

that any member oi the Committee may review the contents ol an examination at ; ' ^ 

the Olfices of the Corporation at any time. 

Mr. NeileJd moved to approve the minutes of the Special Membership , 

Committee meeting held on January 30, 1985 meeting. Mr. Brooks seconded, and >.;■.+ i ^ 

i.w,', . ' - 
the motion passed unanimously. ; : •• 

'reports by staff .. • /i; 
■ j | ^ *■"* jc ^ j 1 | • i v j * * 1 * 

• : >:• ■ Mr. Elsnic noted that Mr. Trice would like to add Item 3(g) to the Agenda. 

Tiiis item would be a discussion of Kinsley Savings Association. He further noted i.^| ■■j ■ 

•' Hogg woul^^hejve^^ports on 'Chevy Chase, Old Court, andj.^ ^ 

• Second National upon his return from attending a legislative meeting in Annapolis, .j^ j 

' ■ ; mII'W J j ^ Merritt. Mr. Trice noted that several members of the Staff are reviewing 

the files concerning the donated land (Heron Harbor) and whether the valuation is : 

'$gf£j^Miair.-- Touche Ross has said that the donated land can be used to increase net.,.:^: ;j; ^ 

.'I, ^SlMfH^orth. but they have not stated a position on the value of the land. Mr. Becker.^^p 

th^' by accounting standards the valuation can be allowed, but by insurance:.j 
' ''' • ' ' V:.' ' i '" : v ' V::;.. 

i'1. ■! *' * + -i »-»/4 n rd r +lior«» mav ct 111 hp 11 iG Question. standards there may still be some question. :. 
*■'" • '{• I 'f I" * V t ' )' j : " i ' J , i j " i '■ 

After further discussion, Mr. Brooks moved to recommend that the Boardofwj.^j.^j; 

Directors: issue a formal Cease-and-Desist Order requiring Merritt to stop all^4 | .^ 

activity under Rule 3-217 of the Corporation's Rules and Regulations. Mr. Neifeld j 

y'vVf':'j seconded. Alter considerable discussion, the motion passed unanimously. vi;; 

; First Maryland. Mr. Trice noted that all items concerning First Maryland^vj.g; 
^ 'r ' ■ ■ . -: , 

' !U:had been covered earlier in the meeting. . :: had been covered earlier in the meeting. . ■ . 
| >4' ;i.v i''' ! • i rj/1"^!'-'V' vj1' 

;fll'if'|^j5S|=;-:.j. Kent. J Mr. Trice noted that Kent is in compliance with the Uqmdity Ruie^ J.j, 

but the Association has not achieved its projected net worth levels. In answer.to»4| 

-■■'[■llA . Mr. Brooks' question, Mr. Trice noted that the Staff would be reviewing (the & 
f • ; ': '■ . . '• i - 

reasons for the Association's inability to meet its net worth projections. . • ft. • 

Kinsley. Mr. Trice noted, that Kinsley Savings Association had received 

^ ■ 23j 9 . ■ y: «i| 
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I-"!! •? 
'; ';i •; 

preliminary spprovDi from M5SIC snd the Divison oj S3Nings snd Loan 

■ Associations. Recently, Mr. Allan Housley notified him that there have been 

several changes in the stock subscriptions of which MSSIC should be made aware. 

As a result of the change in circumstances, Mr. Trice Stated that at the meeting 

of the Board of Directors on February 27, 1985, he will recommend that the 

application be given back to the Membership Committee for re-consideration. 

RULE VIOLATIONS STATUS REPORT . 
I -I 

Universal. Mr. Trice noted that Universal has applied for relocation of its 

!: !• i--v'branch office and that this relocation will cause a decrease in the Association's; jf;',-' 
' . j r *■ '• 

i';!1: • . net worth. Mr. Brown, Director of the Division of Savings and Loan Associations,;;:^ . i , 
1 V 

gave preliminary approval for the relocation subject to a $50,000 hypothecation on . 'r .. 
- 'Jv-,:''-.'.'-; ' y". ' 

i • which MSSIC should be a party. 

'■ 1 ' ■ • 
OK' ; Municipal. Mr. Trice notec 

• | 

.1 

- r —ted that the Association is meeting the conditions of : i 

:: • : •'iiavj-'.-.- •• : 
ijj.-j f its insurance agreement. 
' • »' • ' ... 

.. . Southern Permanent. Mr. Trice noted that a detailed business plan should be, • '. 
::: ;  ——— 

submitted in the near future. He further noted that it could be in by the February -f.. 

i. ■. : ; ;ii 

ZXH, ■■ 27th Board meeting. ! »(•: • > ' .ft tl Ml i\. : ... . • ;:,4Wi'lr::r. 
Liberty. Mr. Trice noted the the insurange agreement is being reviewed by frj-i j-J ' i 

  '"Hi'' ' 
Liberty's counsel and should be executed on or about February 22, 1985. "ij rrjt,;! 

... : 
Bay State. Mr. Faulkner requested that the Staff review the delinquencies j-':';,:; j! . 

of Bay State and report on this at the next meeting. ■M < •! 
I;/-. ,. " 1 | I': .1.,: 

Mr. Trice noted jlhat the Board is to take action on the proposed Staff ijj 
' ;;!-h 

liquidity recommendations at the February 27th meeting. 
• ■ j ■ 

fi.'V i-v j • 
ife! ^ 

Following a shortirecess, Mr. Hogg entered the meetinR and Rave reports on 

■ l|'. . ■'j ■' : I .• J .I':' 
• «>r :.;o 

•  ..6 «     

Mi 
■ the following associations:^! 

m1 

2320 

-ti- ■ 

iting and gave reports on 

: '-A ll '•'/f |:'I - 
• U'l'*11 * 11 iis. 

. I '-k1 ! iv> 1' 
0i 'l I 'I 



.. •• i'M-' 
. i t 

t '■ '.r '■ 
'i 

Cl^cv'V Cliasc. Mr. Hogg noted that Trident Financial's comments have been 

i . forwarded to Ted Rogers. He iurther noted that as soon as the 37 issues have • ■\ 

' ■ been resolved, a complete evaluation ol the acquisition of B. F. Saul Mortgage : .j. 
- / < • t 

j '^ i Company will be given to the Board ol Directors of MS5IC.. ■I 

•;M>Second National. Mr. Hogg noted that due to recent news items concerning , . . 

-. -'V i' v state chartered savings and loan associations and their insurers ("non-FSLIC") i : 

C : Second National has experiences some savings withdrawals. He reported that the . 

■' : ' 
*.• withdrawals do not appear to necessitate borrowing from MSSIC. 

■ v';- ; . 

;; Old Court. Mr. Hogg noted that the Corporation has received the audit;..; ,, , 
■ :: i ; ! ' ' ' i ' 

report and that this report has raised some questions. He further noted that,:;.;, <•. 
' - . ; , .. 

i'*? fifj&iti •'' Messrs. McCracken and Becker continue to review the Associations operations( j j...:;j:; 

ill- • 
. and will present their findings shortly. Mr. Elsnic requested that Counsel for: ..vuii.i.j j j- 

i-1' 
' ^ MSSIC review the issue of overdrafts of NOW Accounts at Old Court as^'. j 

. ^^Ti^rreferenced in the Division Examination Report. It was also requested that.a ;"'{•) 

! '.t'-'llitfxi.'--- review of this information be provided by the February 27, 1983 Board of /j: 
r-^' ' ■ ■fl'. ' {'■ ': ■ ' •' i'- I'm. * ,';Ji ■ 

itr Directors meeting. After this discussion, Mr. Neifeld noted that he would like to v\ • j •: 

.*•)*i*: revive Mr. Otto's motion from the January 30, 1985 meeting. This motion called 
. •' ' • : ■! ji". 

• 1' . for the Corporation to send in an independant CPA firm to review the Old Court i ;!:: j ": 
•' i'( . •. ; 

"1 i-'V. operation from August 1, 1984 through January 31, 1985. Mr. Faulkner noted that .jj.; ^;; j 
' ' I'l'i-' ''' ; ' ' • ■ ' ' '' i", | V'-: 

! i. iiir''-'-' • he generally supported the motion, but because the Staff has said that details wlU ;j-.. 

' be available at the February 27, 1985 Board meeting, he would rather wait untH i^ri,} 
' 1 • ; ' ' 'V-1/' 
' ■ •; then to vote. Mr. Brooks seconded for purposes of discussion. The motion failed 

-■ 'i Iwith Messrs. Brooks and Faulkner opposing. ' •• ■ •'ylik '"'4^ 
■ : . : 

• ^ i . .. ~ i  07 •• l oo^ :A\, ;• •::•!.V. 
\ Mr. Brooks moved to recommend to the Board at its February 27, 1985 

; •. • jj 'V'i''''' 1 fjl!) t i;;! 

: ••liV'.'ji:'''  meeting that Touche Ross be engaged to review the audit statements of Old Court .jjl Jr'; 

and First Progressive. Mr. Faulkner seconded, and the motion passed unanimously, 

^ In closine, Mr. Pierson noted that Mr. Brooks had been very complimentary iH! 

• ' i 

: -. I'. • ■ ' i;! :l 

' """ ' ' ' : 

ft: 

i I'}- 
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• : • ,V,<' : 
• I . 

^ ' i : to Messrs. Hogg and Sandier concerning the help that they gave Second National . 

during the recent problem. 

. : • There being no further business to 
. ! 1 ■ i.. 

: r;-:: yW the meeting was adjourned at 11:55 a.m. 

:s..- 

'!'..v'-i'-.i 
come before the Membership Committee,. 1 : 
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Respectfully Submitted, 
Martin W. Becker 

r Secretary to the Meeting 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTEE 

WEDNESDAY, MARCH 13, 1985 

' . '1 -K'';/ . 

' The regular monthly meeting of the Membership Committee of Maryland ; 

' •" ' I : i ; I 1 ; "i 
• Vi''.;:i; Savings-Share Insurance Corporation was held at the offices of the Corporation, N f ."jjl |M i; •. t 1 5 * 

- Ji"] ;': 114 East Lexington Street, Baltimore, Maryland, on March 13, 1985 at 9:00 a.m. 
■■■•a* ';:»V 

Members present: 

Henry R. Elsnic, Chairman 

1 

• *..« *:• v:. 

! .. . 
' v;-.? I. 

Others present: 

C^P-il;te;5l.Vice President; Patr 

1! lb:;'isAnalystjLesley A. Wernsdorfer, secretary; 
: 
; i- Baejter and Howard. 

William F. Brooks, 3r. 
? 

Michael 3. Dietz 

Jerome F. Dolivka 

John D. Faulkner, Jr. 

Terry L. Neifeld 

James L. Otto 

George W. H. Pierson, Ex-Officio .. ;; 

■ ic- •. 
iPi 

■■■; ,! 

Charles C. Hogg II, President; Paul V. Trice, Jr., Senior j i; 

Patrick M. McCracken, Assistant Secretary;Ann Franetovich, ; .^(i| r 

i j' K' 
' i < •} ' 

. ' ';>Jv Hi' • 
•! 'Vfi! 

i i". { 'x..'i-' ' •; • 
and Terry F. Hall, Venable, if.f-f j; •» I • i: 

- JiiLi 
. j' ^ ■' ^ The Chairman called the meeting to order at 9:05 and acknowledged that a \ Ijijr,; 

1'* •' i; '• 
*4 '<{ ' 

was picscm. iv»r. ueiii movea xo approve xne minutes irom tne i-eoruary j^jr 

! I'rji: -: \l3> Membership Committee meeting. Mr. Faulkner seconded, and the motion 'v1''1! |J.;; 
' k';-- :' ' 
'•' passed unanimously. : -I'i:*1!'- -j •'! i 

■ ■ '-j!;' 

ifJ •: "■< j.-,' 

I '• I I*' • *• '' 
i Ms i^ease-and-Desist Order concerning activities under Rule 3-217 did not pass • il 

!^?!;^ #!;f' . . ' 1 - ' ■ .; 
'■■'1= . 't1:because of previous commitments that Mr. Pierson had made with the association 

' • ^ ... 
.'i ;rnnrprnina i+e +;m«. + okl« : !. . £ ! 

MEMBERS' COMMENTS 
i. I 

;y.i 1 ^r« Elsnic noted that the Membership Committee's recommendation to the i 
■ I 

4:;:; Board of Directors that Merritt Commercial Savings and Loan, Inc. be issued a 
f :f: • i . J'. 

• lU!- ' ' r! • 
t »' i - ? 

• ri(r;T aeS! J 

I 

Jiiii 

! -l:'.'! 

mm 

1 ;iconcerning its timetable. •: !j! ■ - l. 
/ .jw,>.Wr^ : * ' Ti ji.j * . .'j r.Ss*r. k : J l 
^0. : Mr* Elsnic further noted that he had concerns about the continuing growth atAfijJ'Jd'ii 

: .';'ir : ;; IIIE23 -V . r (jM!; 
- . J I .j 

/ ^ .• ••= r^i i- ' ' h .? 1 :'Xm- ! i;.t 



!:-V!- ■■ -l-'j; 
'r-r. 

■: i •: . ■ i-- '. :j ! 

i : t' i ; Custom. Mr. Trice noted that he is aware of ttie situation and that Custom will be 

-• ■ ■;1 ■ > ' 
back in compliance within 90 days. 

, • j I ; . > 1 

^sn*c as'<ec' the Staff review Admiral Builders' decrease in net j-• ii .';:j 
'■•■'j: i 

/i-hy*:,;? worth. -• •' 

i.. 
• I 

I I r. 

Mr' NeifeJd inquired about the significant increase in dividends at Gibraltar ■ i'l ,ji 
' . VV'.1. * "j ! ' j: 

v^VL1 and Hopkins. Mr. Trice noted that there would be a report at the April j.-i- !;j 
• 'v, i . 

. Membership Committee meeting. Mr. Neifeld further questionned why 
_ i 

•V^v.;i!: Monumental's dividends decreased. * !:i ! .:i: 

Mr• Brool<s inquired about the progress on the participation of members of f :^! i; 

> i; '■jj-i I i;;; 
Membership Committee in reviewing "problem" associations. Mr. Elsnic noted 

taJI<ed to Mr. Pierson and that he'had come up with a list of •!!•? 

' .•i; 
1! 'jiI-p::! assignments. Mr. Hogg noted that further discussions with Mr. Pierson brought to l.-x-! ■ "'p',! '■ 
. '£• $:'> ' ' j 

f '.?ur.*ace SOrne problems that may arise and further discussion and arrangements M I';' ' ; 

(■\fi.H' • , i,nii :'.:5 5;»? 1 h.li/'i. r' ■ 1 ■/•«■»»*ri'-' 
••r u!>' 4 •; \upr#» npr^ccari/ -■••■il'.'-'*! ; .H frf?* 

•i.-S-jj 
r rf 
m 

W;; were necessary. 
»r ■* i; 

.•• ijf 

. Brooks requested that he and Mr. Otto receive the minutes from the i-^ W 
5 Vxl* '•! j ' Jj" 1 

Membership Committee at the same time that they are mailed to the Board of ■, 
•> tUtSfYJt; 
• LfeKk-n.., ' • • ' 
.itDirectors. '■ ; :• 

reports by staff -z vfSI?; 

.tmlj 
' • Chevy Chase •• ■ ' ■■ /' • 

flplft; —:  

'.$)$• fc-' Mr. Hogg reported that Chevy Chase's responses to Trident Financial and 

•".J-.s"'!':"' Touche Ross' issues had been received at the offices of the Corporation and had jl'-'Y:!}-:' ;!•!: j-;; 
ij] 

l>een forwarded to Trident and Touche Ross. An analysis of the rp«nnn«ec u/Ui ho -H }■ '' ' v 

& 

'ft . 'i 
! <i ; 

ij 
;! >1 
'I. 

. i«.' 
15 
i', 

ii: i?, 

hi 

-een forwarded t0 Trident and Touche Ross. An analysis of the responses will be 
''<U: -i '-- 
.4^iv .completed by the March 27 Board meeting. 

:n;h     
Merritt Commercial: . . : ; ^ 

IL':-;;' ^r, Trice reported that Merritt may, in his opinion, be in violation of certain fy-1"' 

-statutes and other generally accepted safety and soundness standards.'; HeV^-1 

1::'^! ■.! : ■ ! • 1 = . i '« .t*.! J • _ . . 4 » J* " J. . 1 • I 

ifife •fusgests that the Membership Committee expand its recommendation for a Cease-'] 
• . ' ■ ■ •: .J-: ■ . v.:.,'. ■ ^ 

llf ' 
5 V . 

11 

II 

m 

pnm 

•r, if y-. ri%: 
l-v 
};f 

iij,, 

If 
•as 

i' »'• 



4^ and-Desist Order to indude such other violations. Mr. Neileid moved to do so ! A 

: . and Mr- Faulkner seconded. Alter lengthy discussion, the motion passed ; . 'i 

'• unanimously. j , 
• •:|v/ i " ■ 

■■ :* • -r Old Court: ! 
' : j   ! ; : , ■ 

• ^ At this point, Mr. Faulkner left the meeting. 

' r 4**n ' ' 

• f Mr: Hogg noted that the terms of the Cease-and-Desist Order had been • 

.Presented t0 the management of.Old Court. At the conclusion of the discussion on •• i': ; 
•• 'l L;', • , ' *■ " , 

•' Old Court, Mr. Faulkner re-entered the meeting. 
I 5- . 
=" •: ' Second National: ! ■ • : - :i|    i 

Mr- Ho8e that he had received a letter from the Vice President and V, .; 

' ' /i ffel the Controller stating that the association's liquidity rule violation had been : 

. corrected. 
' ' ;• 

' •• , First Maryland: ! • ■' ! ! 

' Mr" TriCe n0ted that 3 Plan had b:een submitted ^ " generally acceptable 

■ll^filii!,/l^0U8h there are a Sew de,ails ,0 be re11"6'1- Once that has been accomplished, : 
' '^ •?' ' | ' ' ^ ' ' ' j ' ' ' ' 

■ ' : : ^ faring will more than likely be cancelled. :!' 
: '• -j - :i ! 

■ Kent: ; j:.: :; 
- /! 

i: Mr' TrXCe noted that he and ^iss Franetovich met with Mr. Skipp and Ms. !|^ 
• ♦. i . * ij ' 1 Ti {• . • ' ' 

; i Nuttle at Kent t0 discuss the association's continuing net worth violation. It was \ 

-• j .discovered that the association had been sending its general ledger to a computer ;R| .J iV- 

•..qjv^ company during the past year and since then, Ms. Nuttle had difficulty balancing j.:^" | .. 

I'.-iy.'.; the iedger* Additionally, the association had experienced various problems with 4[ 

inv"tment ikm' ^r Wa"s-; have, however, retained Wooden and 

!■ ■ &P-A- ,0 Perform the annual audit and reconstruct the general ledger 'ptei! t:i: i. 
j*-' * J-.), r':. i ■ ■ 1 rt'''i'il*'' 

wi^ '5e returned to the association's control. •' 

Bay State: ; ' ' ' ' ' ' 

• ■  '  

ii'^O 

Miss Franetovich reported that S0% ol the association's delinquent loans are W 

; tetj 

■ 2325 ■■•= i-'M, 

' 3 : , ' : 'v.. ( iii * .« 

!'}!;: " 
: i "' 

.'!■ 
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; from National Mortgage Funding Corporation and that some progress is being 

achieved in ejecting a reduction in delinquencies. 

Republic: . j ^ 

■ Mr. Trice reported that the association has submitted its business plan and Vj] 

I l ' 4 • ' ' J j' r* r ' ' t ' 
■ J'-'j. i:' "that the plan seems to be acceptable.He noted that in establishing its branch I • 1 i i 

^ i . ■ 

• 0^^ce» association's net worth may be inadequate to support any significant ' • i '1 : ' 
•' .• ■ ' ■: I '• ' "-I ' V - I J « : 4 ! :■ 

i I .growth. He advised that this concern 
•"■•H;;;. - ; ; s.;.; 

j.';: :• Director of the Division. »« 1 4 ;-3' 1. • 

! 
I :! ■ 

I had been orally communicated to the ' i'.'| , , 

: :l 
i 

i v: 
: ;■' ; i 

• :' '!, 
': ■ ■ ::: 

i v-«: ■; 

• ' RULE VIOLATIONS 

• ; There were no further reports of rule violations. 
' I Jj ' j ' 

:V- . KINSLEY SAVINGS ASSOCIATION'! : 
' " ~TT'.i 

'Oly.f Mr* Trice noted that the Membership Committee recommended in July of 

flfc that .Kinsley Savings Association .be accepted as a member of MSSIC. 

; ; of recent chanfies in the Principals of Kinsley, the Staff recommended to i;' T ;! ■' -II '' ' 

^oarc'. ^'lat ^ remand the application to the Membership Committee. The 

i,'i!:i T^p^!5BOard resolved t0 do,so> and the Membership Committee is charged with further 

i 4 
i "•4 

: i-i ■ : ir ; 

: i- •'; • -i' ■; i ' 
1 I.-Ji:'". '! 

rsi • 'i;: 

IJ.'ivr 
i j.1;- ■ !:■ 

;i,.feview of the application. The Committee agreed that the application should be Vw-H;! fe. 

V-Pi':;; I; .reviewed further. i " X ■■ . ■' f .iri'Vlj'• I ji*;! 
ihl;.- 

J Tijijlil;! ■: OPINION OF COUNSEL - OVERDRAFTS OF OFFICERS, DIRECTORS. ETC. /j■; 

Mr. Terry F. Hall noted that for violations under Section 9-307 and 9-323(A) J jv^!;/ 

of the Financial Institutions Article and Section 3-214 of the Corporation's Rules 

M& and Regulations, the Corporation has the right to issue Cease-and-Desist Orders : 

I'!!!'1 ■f v*' ' i • • i , 
if:)--- or expel a member. ; ' - j . 
i^rv ■ ; ■ ' ' i . ; 

DISCUSSION OF OHIO DEPOSIT GUARANTEE FUND 

•! I •• ..'m 

!■ -i. ;-'!1 i.« 

' ! :■ : : 

' I ' ."i" i: I 

.'•II' 

■ i:' i i 

i:-. i i 
''tvl l.'f |i'. -i- 

Mi-i 

^ V • Mr* HOg8 noted
x.that a package. of clippings had been provided for the 

/A ^:|;l:'|,!'i:pMembershiP Committee. He reviewed the problem and how it began. Further, he 

• -S-U® 'n^   ... . : 

v-vii *J :noted the stePs the state of Ohio was taking to help OGDF and its member i 

■: i'' i 2326 i . ii::^ 
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, i I 

i ! !•):• • ' . ■ i-• :■! : ■ 
• ; : ; ; ;• i 1 

: - \ '-i j 

associations. Mr. Pierson then expressed his concern over the situation and noted 

that MSSIC must be very carelul of its actions to ensure that a similar problem 

does not occur in Maryland. 

There being no further business, the meeting was adjourned at 12:U p.m. ' 

•• • MV'. 
■ >&■ 

? M 'i 

: Respectfully Submitted, 
Patrick M. McCracken 

; Secretary of the Meeting 
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EXECUTIVE SESSION 1 

February $, 19^^ 

Board of Savings and Loan Association Commissioners 

Hr. Charles Hogg of MSSIC attended the Executive Session of the Board 
meeting and Hr. Charles Kresslein, President of the Maryland Savings and 

oan League, attended that portion of the Executive Session dealing with 
current legislation before the Maryland Legislature. 

the House that'would^ut ^ the Board that there is a bill introduced in 

cd
s^ectrn;!^:on?t

a perrto- 

nerwo^th,Tforehimnto,bUtibll Whic!;'he rePresents would have^o 

.o r,ea, B.,h .h. sponsor oiMS'bnr 
-ounty, who has introduced the bill bv rpmiAcf Uo ^ 
MSSIC, the business or its problems. ' 6 d0eS n0t understand 

Mr. Kresslein stated that a Washington Times Reporter (Willis Witter) 
had contacted him and stated that there will be an editorial in the Wash- 
ington Times^concerning this matter. Mr. Witter is also aware of the ri*- 
r artmental bill that has been introduced for rpmnva) nf an offirer or di- 
sc tor and is going to suggest to Senator Connell that it be amended. He 

.5 going to suggest to Senator Connell that every State-chartered savings 
and loan association must make available to the general public at least 
0? •£luarter 1 y basis the financial condition of every institution. Mr. 
Gisriel stated that when Mr. Witter spoke to him, he stated that he can 
go to the,lFederal Home Loan Bank for information but he cannot get any 
information on State-chartered institutions. Mr. LeCompte stated that 
the Federal Home Loan Bank does not give out their monthly reports under 
the Freedom Information Act. They do process and edit reports and pre- 
pare financial data, which he understood is usually six months or so old 
before it is finally released. 

Mr. Gisriel stated that the Washington Times appeared concerned about 
what we are doing to enforce our regulations, specifically the 50% of as- 

fets req"ired to be in home mortgages. Mr. Gisri_el asked i7 wp were send- 
' n9,_Put letters to whi ch Mr. Brown replied that the aoencv wa*, <;pnriinq 
letterT. Gisriel then asked Mr. Brown to report on what was being 
do^about^ First Maryland. Mr. Brown stated that last week we sent our 
examiners into First Maryland in light of some comments that appeared in 
the Washington Times. In reviewing the monthly reports you cannot deter- 
mine in all cases whether an association has 50% of their assets in Home- 
owner loans. For example, GNMA, FNMA, and second mortgages are all forms 
of .homeowner financing. We do disagree with the figures that are reported. 
When the examination is completed, we will take appropriate action. 

111E 2 4 
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Mr. Kress 1e i n stated that he thinks from the prospective of the legis- 
lature, it is encumbent upon this Board to nske a determination as to 
whether or not as a State agency it is going to support or oppose H.B. 
1130 (the MSSIC bill on qualifications of Board members). There is a pos- 
sibility that Mr. Hogg and himself may not be allowed by their Boards to 
take a position on this matter. Mr. Kresslein stated that the legislature 
does not look favorably on a Director of a State agency stating that he 
does not have a position. 

Mr. Brown stated that each Monday morning there is a legislative meet- 
ing at the Department of Licensing and Regulation with Secretary Corbley. 
Compendiums are prepared by the agency heads on each bill and at this 
meeting we are given instructions as to whether or not we testify, or 
whether the compendium will suffice. 

The Board asked Mr. Hogg what was behind this bill. Mr. Hogg stated 
that he had not yet seen the bill, however, he understood that it picked 
a concept that was a proposed by-law amendment at MSSIC annual meeting 
last year. The concept, as discussed, is required net worth of a member 
association in order to have a representative on the Board. 

Mr. Fi tzGerald stated he did not know how extensive this bill was, 
but he questioned who are we to tell MSSIC who should be on their Board. 
Mr. Balder stated that he feels the Board should be prepared to address 
it. Mr. Brown stated that if the bill goes through, you are disqualify- 
ing.people from sitting on that board who have a lot of expertise. 

Mr; Kresslein stated that with respect to the MSSIC bill, he has a 
strong fee 1ing that the committee chairman will want to hear from the 
Directoir of this agency. At this point, the Board was informed of what 
transpired at MSSIC's most recent annual meeting and the subsequent rul- 
ing by the Attorney General's Office with respect to a proposed change 
to the by-laws which was the essence of H.B. 1130. 

Eastern Savings Association 

Mr. Gisriel stated that he is very concerned about Eastern's ad be- 
cause it is somewhat misleading and unclear. Mr. Brown stated that the 
Division had the association change their disclosure statement and dis- 
continue the word"free" in their ads. Their Truth-in Savings statements 
are now quite clear in what they are doing. The plan follows the require- 
ment of our Regulation on gifts in lieu of dividends. 

Chevy Chase Savings and Loan, Inc. 

Mr. Gisriel noted that Chevy Chase Savings and Loan has 2.8% in re- 
serves. Mr. Stocksdale stated that Mr. Saul of Chevy Chase addressed the 
Board about five months ago and he stated that his policy was going to be 
one of controlled growth. Mr. Stocksdale stated that Mr. Saul stated he 
was going to control his savings growth to about $11 million a monthjso 
he could build up his reserves. Since that time he has grown roughly $20" 
million or more a month. Mr. Gisriel requested that staff write a letter 
to Mr. Saul informing him of the Board's continued concern in this matter. 

232:j 
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Hopkins Savings and Loan Associ a t i on 

Mr. Stocksdale stated that he believed the certificate request of 
Hopkins (dated January 1], 198A) was a violation of Regulation .18F 
regarding limits on promotional gifts. A lengthy general discussion 
ensued among the board members with respect to various advertisements 
offering initial higher interest rates or gifts such as TV sets. Various 
Commissioners expressed different concerns and viewpoints about what could 
be offered and advertised by our associations. The Board did agree that 
the disclosures of the functioning of each account had to be complete and 
clear.^ It was decided with respect to Hopkins that the approval would 
be subject to submission of the advertisement copy and disclosure state- 
ment. 

Ju JL JL Jt £ 

Mr. Brown informed the Board that Secretary Corbley had recommended to 
the Governor that Nancy Erwin be reappointed to the Board of Savings 
and Loan Association Commissioners. 

2380 
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Friendship Savings £ Loan 

EXAMINERS* COMMENTS 

Comment 1: 

During the period of October 7. 1983 and December 9. 1983 seventeen (17) 

loans were made to investors for the purchase of condominium units in a develop- 

ment known as "Hunting Ridge." These loans were structured as follows: 

A. Two notes were signed by each mortgagor. One note was signed for 90% of 

the loan to value ratio and a secon'd note called a "Commercial Loan" was 

signed for the balance of the purchase price of the unit. .... 

In each case both notes were secured by a single deed of trust showing a 

single ioan total and secured by the same property. 

It was further noted that the association required the builder to deposit 

10% of the purchase price of each unit sold in a reserve account - which 

will Eie retained by the association as additional Income in the future. 

In all of the above loans the loan to value ratio allowed by Regulation 

.30JC(31(b) which states: 

(3l Loans Secured by Improved Residential Property-Non-homeowner. 

(b) The aggregate amount of any loan upon the security of improved 

residential property—non-homeowner may not exceed 80 percent 

of the market value of the security, and Its term may not 

exceed 30 years, except as otherwise provided In these 

regulations. 

Is in violation of this Regulation. 

IIIFl 
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Comment 2: 

Regulation .306(1) states: 

B. Maximum Single Loan. 

(1) Limitation. An association may not make any one loan that exceeds 

100 percent of the net worth of the association as of the date the 

loan is made. 

From the period of July 1, 1982 through March 31. 198^ the association 

purchased thirteen (13) loans which exceeded, the limitation stated in the above 

regulation as of the date the purchase. 

Comment 3: 

On December 29, 1983 and January k, 1984 Friendship Savings and Loan Associa- 

tion granted warehousing loan Nos. 10-0002 and 10-0003 for the following amounts: 

$5,920,000.00 and $5,633,000.00 to USGA, Inc. 

The following was noted as regards to the above transaction: 

A. USGA, Inc. granted "First Victoria Limited Partnership" mortgage loans 

on property at "800" Apartments 
800 South 4th Street 
Louisville, Kentucky 

01 Mortgage dated 12-30-83 in the amount of $4,184,000.00 (1st Mtg.) 

Mortgage dated 12-30-83 in the amount of $1,736,000.00 (2nd Mtg.) 

CZ) The total amount of the above two mortgages was the exact amount 

needed to pay off loan No. 47035 held by Friendship Savings and 

Loan Association (Purchased by Friendship Savings and Loan at a 

di scount). 

(Jl First Victoria Limited Partnership consists of 

General Partner: First Victoria Corporation 5$ 
(Anthony C. Koones/E. Mitchell Fry, Jr.) 

Limited Partners: North Park Corporation 90$ 

Friendship Services, Inc. 5^ 

233:; 
(Both wholly owned subsidiaries of Friendship Savings 6 Loan) 

UAr^hous* In^n No. 10-000? in the. amount of .920.000.00 eoualed 



the exact amount granted by USGA, Inc. to First Victoria Limited 

Pa r tnersh i p. 

(5) Friendship through this transaction was able to bring into current 

Income approximately $1.1 million which represented "Deferred 

Discount " on the original purchase. 

(6) North Park Corporation (a wholly owned subsidiary of Friendship 

Savings and Loan) granted a 3rd mortgage In the amount of $1,500,000.00 

Total outstanding loans on this property now represent 100% of loan 

t 
to value ratio of this property. 

(7) It was noted that the appraised value of this property ixicreased 

from $5,250,000.00 in April I983 to $7,^400,000.00 on December 29, 1983. 

an increase of 413; ($2,150,000.00). 

B. USGA granted. "Northgate Limited Partnership" the following mortgages: 
Property at Northgate Apartments 

St. Petersburg, Florida 

(1) Mortgage dated \-k-Sk In the amount of $5,633,000.00 (First Mortgage) 

Mortgage dated 1-4-84 In the amount of $1,922,000.00 

(2) On January 9. 1984 Friendship loan No. 47217 on the above property 

was paid in full from the proceeds of the first mortgage granted by - 

USGA, Inc. 

(3) Northgate Limited Partnership consists of 

General Partners: First Victoria Corporation 5$ 
(Anthony C. Koones/E. Mitchell Fry, Jr. 

Limited Partner: Northpark Corporation 95% 
(A wholly owned subsidiary of Friendship S £ L) 

(4) Warehouse loan No. 10-0003 granted by Friendship equaled the 

amount of first mortgage loan granted by USGA, Inc. 

(5) Friendship through this transaction was able to bring into current 

Income for fiscal year ended March 1984 approximately $1.4 million, 

which represented "Deferred Discount" on the original purchase. 

'1 .> C U , J 
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Since In both of the above loans Friendship Savings and Loan supplied the 

funds - In which USGA, Inc. used to grant the mortgage loans to 

(A) First Victoria Limited Partnership 
y and 

(B) Northga^fe Limited Partnership 

Through warehouse loan Nos. 10-0002 and 10-0003 the approximately $2.5 

million of "Deferred Discounts" taken Into current Income for fiscal year 

end March 31, 198A Is questionable. 

t 

Cocment A: —————— •'*. 

As of the date of this examination Friendship Savings and Loan has elected 

to use the "Tie-in investment authority" pursuant to Financial Institutions 

Article 9-A19C, to date Friendship has used the Tie-in authority to originate the 

following investmentsj 

1. Real Estate Warehousing Lines of Credit. 

2. Letterjof Credit* 

3. Lines of Credit 

Easyline - Revolving Line of Credit 

. .. . .. m- . ^ 
5. 100^ Loan-To-Value (with Board approval) 

V/ .V si 

6. Percentage of Assets - Multifamily 

7. Lien Priori ty 

However, the association has not complied with Regulation .51(B) and (C). 

Further, the association has granted loans or commitments to make loans in 

excess of ninety percent (30%) of loan to value ratios by using the "Federal 

Tie-in authority." This is in violation of Regulation .51(E) which states: 

"The provision of this regulation may not apply to investments in real 

property made pursuant to Regulation .30." 

2 3 3 4 
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Cooment $: 

The association has purchased several packages of mortgage loans; however, 

a review of these loans reveal that the association does not have a sufficient 

policy to assure that they are in compliance with Regulation .28B(2)(3) which 

states: 

Associations shall comply with the following in their mortgage lending 

activities: 

C2) Loan underwriting requirements contained in Regulation .23 

(3). Loan file documentation requirements of Regulation .29 .... 

A policy should be established to assure compliance with the above regula- 

tions on all future purchases. 

Comment 6: 

Regulation .300(1) states: 

D. Permissible Percentage of Category. The composition of an association's 

mortgage loan portfolio is subject to the following conditions and limitations 

(.1) Improved Residential Property — Homeowner. The aggregate outstand-. 

Ing balance of all loans owned by an association upon the security of improved 

residential property—homeowner as defined In §C(2) shall be in excess of 

50 percent of the association's total assets. As a further limitation, the 

aggregate outstanding balance of loans upon the security of improved 

residential property--homeowner with loan to value ratios in excess of 

80 percent which are not Insured or guaranteed in accordance with §C(12) 

may not exceed 10 percent of the association's assets. 

As of the date of this examination the association is not in compliance with 

the above. 

2335 
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Commen t 7 • 

As of March 31, I98A, the association had the following certificates in 

savings and loans or banks exceeding the $100,000.00 limitation provided for in 

Regulation .37A(.l) (b) (H 0 : 

Dominion Federal Savings and Loan $2,100,000.00 

Southern California Savings and Loan 500,000.00 

Comment 8: 

A review of the association's fidelity bond revealed that the present 

coverage of $1,510,000.00 Is $75,000.00 less than the required $1,585,000.00 

by Regulation .22. Also policy does not name "North Park Corporation',' a wholly 

owned service corporation of Friendship Savings and Loan,as additional Insured 

party. 

r\ / 
/ Further, the fidelity bond does not comply with Regulation .220 which states: 

^ \j/ v-S r/y D. General Cancellation Clause. The bond shall contain a provision 

0 )/ 

Y that the bonding or surety company will give notice In writing at least 30 

days before cancellation of the bond, to the Director of the bonding or 

surety company's Fntention to cancel the bond. 

Comment 3.: 

As of tbe date of the examination, March 31. 198^, Friendship Savings and 

Loan had but four 00 directors. 

Financial Institutions Article 9~302(b} states: 

(bl A savings and loan association shall have at least 5 directors 

as its charter or bylaws provide. 

Further, two of the four directors are not residents of this state. 

Financial Institutions Article 9"302(e)(2)(3) states: 

(2) At least two thirds of the directors shall be residents of 

this state. 233f> 17774 



(3) Each non resident director shall be approved by the Board of 

Conmissloners as qualified to serve. 

Comment 10: 

Advertising: 

As of October 1, 1983, the association changed marketing representatives. 

Since that date the association has failed to maintain a chronological file of 

all forms of advertising used by it. during the preceding 18 months as required 

by Regulation .18A 

Comment 11: 

Dormant Accounts: 

No evidence of t.he Abandoned Property Report for the period ending 

June 30, 1983 as required by Title 17 of the Commercial Law Article section 114 

being filed could be furnished by the association. 

2337 
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Friendship Service Corporation 

EXAMINERS' COMMENTS 

Coalmen t 1: 

Friendship Service Corporation purchased from Friendship Group, Inc. on 

Hay 14, 1382, a note In the amount of $1*3,154.56, although this note is secured 

by 64,800 shares of First Maryland Savings and Loan stock (valued by Friendship 

Service Corp. at $400,000.00). No principal or interest payments have ever been 

received toward payment of said note. 

Please advise the Division of what action the service corporation Intends 

to take to rectify the default existing in regards to this Investment. 

- I5g - 
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North Park Corporation 

EXAMINERS' COMMENTS 

Comment 1: 

It was noted that prior written authorization was not requested by 

Friendship Savings and Loan Association to Implement and use "North Park 

Corporation" as a wholly owned service corporation as required by 

Regulation .S^BCOCd). t 

Comment 2: 

The following loans were granted In violation of Regulation .3^0(2) 

which states: 

"A service-corporation, or subsidiary thereof, may not grant a loan 

In an amount which when considered in connection with any prior loan on 

the security exceeds 903; of the appraised value of the security." 

' Loan to Value 
Loan: Ratio 

First Victoria Limited Partnership 96^ 

Northgate Village Limited Partnership 98% 

The association's Board of Directors was informed by management that the 

above type loans could be made in accordance with the Federal Tie-in authority. 

However, each loan granted under this authority must be prior approved by the 

Boa rd. 

.Co 
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North Park Corporation 

EXAMINERS' COMMENTS 

\ 
\ 

Comment 1: 

It was noted that prior written authorization was^not requested by 

Friendship Savings and^Loan Association to Implemeryt and use "North Park 

Corporation" as a wholly owned service corporation as required by 

\ / 
Regulation •S'lB (.1) (d). \ / 

\ • ' / 
\ I 

Comment 2: \ / 
\ / 

The following loans were granted In violation of Regulation .3^0(2) 

which states: \ / 

"A service-corporation, or\subsidiary thereof, may not grant 

a loan in an amount which/when considered in connection with any 

prior loan on the security exceeds 90$ of the appraised value of the 
\ \ 

. security." \ ' 
\ Loan to Value 

Loan: Ratio 

First Victoria Limited Partnership S(>% 

Northgate Village Limited Partnership \ 3B% 
\ 

The association's Board of Directors was informed.^by management that the 
\ 

above type loans could be made in accordance with the Federal Tie-In authority. 
\ 

However, each loan granted under this authority must be prior approved by the 

/ V 

Board. / ^ 

'o 
qC 
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Friendship Financial Corporation 

EXAMINERS' COMMENTS  

Comment 1: 

It was noted that prior written authorization was not requested by Friendship 

Savings and Loan Association to Implement and use '^Friendship Financial Corporation 

as a wholly owned service corporation as required by Regulation .3^8(1)(d). 

Comment 2: ■ 

Loan No. 30001 "Avery-Flaherty Properties, IncV in the amount 0^220,500.00 

was a second mortgage; however, the "Title Certificate" does not show the recording 

of the first trust, nor does it state that this loan is a second trust — when in 

fact Friendship Savings and Loan's books show an existing mortgage loan (Loan 

No. 200681 In the amount of $532,000.00 still outstanding. 

Friendship Insurance Corporation 

EXAM I HERS' COMMENTS 

Comment 1: 

It was noted that prior written authorization was not requested by 

Friendship Savings and Loan Association to implement and use "Friendship Insurance 

Corporation" as a wholly owned service corporation as required by Regulation 

.348 0100.. 
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/^(^jo/^fTT.V . 22. Q Cujic^ tff/Tf /Ci 
D- General Cancellation Clause. The bond shall contain a provi- 

sion that the bonding or surety company will give notice in writing at 
least 30 days before cancel latictLpf the bond, to the Director of the 
bonding or surety company's intention to •aqcel ths bond. 
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DEPART WENT OF LICENSING AND REGULATION 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 

3< PL ACC 
fiAL"* IMO«C . MA ps L* KC :i2C2-*C7e 

301 '6SS-6330 FREDERICK L. DEWBERRY 
SECPtTAPY 

ORDCR NO. 607 

Subject: Application submitted by friendship Savings and Loan for permission 
to establish and mainUiin n branch office at 18206 Contour Road 
Gaithersburg, Maryland ?08/9 • ' 

Application having been filed with the Director of the 

Division of Savings and Loan Associations for the State of Mary- 

land by Friendship Savings and Loan. 7625 Wisconsin Avenue, 

Be t hesda , Maryland 2 0 ft 1 A , to establish and maintain a branch 

office at 1C206 Contour Road, Gflithersburg, Maryland 20879. 

AND notice of such f i 1 1 ikj having been du)y published In 

accordance with Section 256P(b) of Article 41 of the Annotated 

Code of Maryland and Scction 9-309(c) of the Financial Institu- 

tions Article of the Annotated Code of Maryland, 

AND no protests having been received. It Is the finding 

of the Director of the Division of Savings and Loan Associations 

for the State of Maryland that the establishment and maintenance 

of a branch office at 18206 Contour Road, Gaithersburg , Maryland 

operated In accordance with the provisions of the Subtitle and 

is hereby approved. 

2081A, by Friendship Savings and Loan will promote the public 

interest, convenience, and advantage and will be efficiently 

IIIF2 
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PROVIDED further that: 

'• If this branch office is not opened and operating 

within six months from the date hereof, this approval 

shall become null and void unless an extension is 

requested and granted. 

2. The Division is notified In writing of the opening 

of this branch office at least five days prior to 

i ts open i ng . 

Witness the Seal of the Division of Savings and Loan 

Associations and the hand of its Director this eleventh day of 

December, I98A. 

C h a r1 e s H~! Brown, Jr. , uT'r eV tor 
Division of Savings.and Loan 

As soc i a t i ons 



K E H 0 R /. K D U K 

TO: The Board of Directors, friendship Savings and Loan 

FROM: Anthony C. Koones ^0/ 

RE: Purchase of Deep Discount Mortgage-Backed Securities from 
USGA, INC. 

DATE: November 16, 1983 

PROPOSED that the Board of Directors approve Che purchase of the 

following Mortgage-Backed Securities from USGA. Inc. at the following 

prices: 

& f 1. John's Creek 
Hampton, Virginia 

^ 2. Charisma 

Jamestown, Virginia 

y S 3. Wythe Creek 

Poquoson, Virginia 

/A. Kickshire 

Jacksonville, Florida 

' 5. Kenwood Hills 
Broken Arrow, Oklahoma 

s 

/ "L. 6. Western Hills Apartments 
Westland, Michigan 

' 7. Devonshire Village 
Wichita, Kansas 

' '8." Penthouse Garden 
Pass Christian, Mississippi 

FACE AMOUNT 
OF NOTE 

$ 1,824,920. 

1,901,489. 

1,094,540. 

1,943,656. 

1,467,621. 

2,259,556. 

3,227,082. 

1,325.319. 

15,044,183. 

PURCHASE PRICE 

$ 1,290,406. 

1,391,609. 

766,628. 

1,364,175. 

1,017,583. 

1,529,525. 

2,482,319. 

982.266. 

$ 10,824,511. 

The above-mentioned purchases will result in an average yield of 

15.5X. 

-A-47898 
The purpose of these purchases are similar to previous HUD purchases; 

(1) maximum yield; (2) monthly income; (3) minimum risk, and; (4) high 

III 



MEMORANDUM 
TO: The Board of Directors 

Friendship Savings and Loan 

Page Two 

probability of early loan repayent. Further. „e are currently in the prcc.ss 

. of actenpting to negotiate the eq„ity for the Weatern Hilla Apartments in 

W-tland, Michigan, ani are in the process of tryi^ to sell the mortgage 

* ,>r0fIt 0n H1CkShlr<i 10 -"^onville, Florida. The ovnera of the other 

projects have all Indicated an interest to sell, or to refinance. 

A space is provided below for you to say yes, or to abstain 

fro. this proposal. Please initial in the appropriate place. 

NO ABSTAIN 

E. Mitchell Fry 

Anthony C. Koones 

Joan N. Sperroo 

W. Robert Wolfe 

/b 

2357 
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Frigndshipv^ 

0 Savings 

& Loan 

December 20,- 1983 

Mr. Glenn J. Reinardy 
Senior Vice President 
USGA, Inc. 
280 Tokeneke Road 
Darien, Connecticut 06820 

Dear Glenn: 

The $10,982,135.38 to be paid by Friendship Savings and Loan £0 
USGA, Inc. for the purchase of the following HUD project loans, namely: 
John's Creek, Charisma, Wythe Creek, Wickshire, Kenwood Hills, Western Hills, 
Devonshire Village, and Penthouse Garden, shall be distributed as follows: 

$10,299,664.83 shall be payable to HUD; 
< 

$94,026.00 shall be payable to USGA, Inc.; 

$227,104.62 shall be payable to USGA, Inc. for escrows; and 

a) 

c) 

# 

d) the remaining balance of $361,339.93 shall be payable to 
Friendship Group, Inc. by wire as follows: 

The Riggs National Bank of 
Washington, D.C. 

Washington, D.C. 
for account of Friendship Group, Inc. 
Account No. 25-08-710-699 

Phone Advice: Barbara Currier (654-7720) 

These fees shall be paid in immediately available funds on the date 
the loans are purchased from HUD. 

Sincerely, 

S'T^Mlteh^l Fry, Jr. 
President 

EMFjr/b 

IIIF4 X:yS7f\ 

/'UtmtJii 

•A47896 

5550 Friendship Boulevard, Suite 280 ♦ Chevy Chase. Maryland 20815 • Telephone (301) 652-6800 



mehora n d u m 

TO: 

RE: 

The Board of Directors, Friendship Savings and Loan 

Purchase of Deep Discount Mortgage Backed Securities from 
USOA, Inc. and Reilly Mortgage Group 

DATE: July 27, 1983 

foil • ^R0P0SED» that the Board of Directors approve the purchase of the following Mortgage Backed Securities from USGA, Inc. at the following prices 

1. Evangeline Chateau $ 1,622,118.41 

2. Sabrill Square 4,028,856.84 

3. Interlude ApartmenCs 1,684,976.67 

4. River Wood Apartments 3,047,676.17 

5. Florence Villa 1,009,141.25 

$11,392,769.34 

PROPOSED, that the Board of Directors approve the purchase of the 

*° in a 3oint ver,tu" ,'lch "'"y *>«*«>' 

1. River Gate II $ 1,728,918.65 

TOTAL PURCHASES: $13,121,687.99 

over IS.OX1^ abOVe-r,ientioned Purchases will result in an average yield of 

The purpose of these purchases are similar to the previous HUD 

fMCMSKS: yield■> <2> monthly income; (3) minimum risk; and 
TnL P^obabll;lCy of earl>' loan repayment. In addition, the loans on the Interlude Apartments and the River Wood Apartments have already been recast 
so that at the end of seven (7) years, the interest rate is marked to market. 

111 F 5 
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MEMORANDUM TO: 
The Board of Directors 
Friendship Savings h Loan 

July 27, 1983 

Page Two 

u I UndeT conti:act contingent upon economic feasibility approval We have started negotiations with the present owners of Florence 
Villa and River Gate II to resell these mortgages to the existing owners at a 
substantial profit to Friendship. g ovmers at a 

t>i 4 -A8?8?6 18 provide<1 below for you to vote on these proposals. Please Initial in the appropriate space. 

YES NO ABSTAIN 

E. Mitchell Fry, Jr. 

Anthony C. Koones 

Joan N. Spenno 

Linda J. Fillingham 

W. Robert Wolfe 

2359 
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Friend 

Savings 

B* Lgbh 

August 1, 1983 

Mr. Glenn J. Reinardy 
Senior Vice President 
USGA, Inc. 
280 Tokeneke R.oad 
Darien, Connecticut 06820 

Dear Glenn: 

USGA, Inc. for$the2p!rchIse0ofOthe f^l ^ Fryendsh;Lp Savin8s and Loan to 
Sabrill Square, Evangeline Chateau, Florencf Vma^Lorl-v ^A15' namely: 

Interlude Apartments, shall be distributed as foU^: a"d 

a) $10,597,004.86 shall be payable to HUD; 

b) $58,279.00 shall be payable to USGA, Inc., and; 

C) halaTlce of $593,933.14 shall be payable to Friendship Croup, Inc. by wire as follows: 

Riggs National Bank of Washington D C 
Washington, D.C. 
for account of Friendship Group, Inc 
Account No. 25-08-710-699 

Phone Advice: Barbara Currier (654-7720) 

the loans ^^rc^^e^o^S^ " availab^ f-ds on the date 
•7 

' / 
Sincerely,/ / 

/' i ■ / 
; v 

Mitchell Fry, Jr. 
President 

EMFj r/b 

IIIF6 
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M E H 0 R A N D U M 

TO: 

FROM: 

RE: 

Board of Directors of Friendship SavinRs & Loan 

Anthonv C. Koones 

Purchase of Deep Discount MortRages from USGI, Inc. and 
Reilly Mortgage Croup 

DATE: July 30, 1984 

PROPOSED that the Board of Directors approve the purchase of the 

following mortgages from USCI, Inc. and Reilly Mortgage Group at the following 

prices: 

PROJECT 
NO. 

48 

78 

95 

114 

74 

102 

122 

81 

PROJECT NAME/LOCATION 

North Hill Village Apts. 
Novi, HI 

Southgate Towers 
St. Petersburg, FL 

Coventry Manor 
Independence, MO 

Forum Arras 
Halton City, TX 

McDonnell Square Gardens 
Biloxi, MS 

Tiffanv Square 
Knoxville, TN 

Southwinds 
Moore, OK 

Village in the Park 
SchaumburR, IL 

FACE AMOUNT 
OF NOTE 

5,290,357.00 

1,063,443.00 

1,877,314.00 

1,192,778.00 

1,596,863.00 

2,765,257.00 

2,267,027.00 

6,453.783.00 

22,506.822.00 

PURCHASE PRICE 

3,412,381.\ 

) A'fo'ty 

664,652. 'I 

1,262,056. ' 

4^ - 

712,707J 

1,021,992. 

1,783,632. 

1,507,607. 

4,582.283. 

14,947,310. 

111 F 7 
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MEMORANDUM 
July 30, 1984 

Page Two 

The above-mentioned purchases will result in an average yield 

of 18%. 

The purpose of.these purchases are similar to previous HUD purchases 

(1) maximum yield; (2) monthly income; (3) raininmm risk, and; (A)-high 

probability of early loan repayment..; The owners of all of the projects have 

indicated an interest in selling, or refinancing, in the next two to five 

years. 

A^space is provided below for you to say yes, no, oir,to abstain • 

from this proposal. Please initial in the appropriate nlace. 

115. NO ABSTAIN 

E. Mitchell Fry, Jr. 

Anthony C. Koohes 

Joan Neale Spermo 

W. Robert Wolfe 

?B 
/ 

9 '3 P 9 
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Friendship Finaricisl Corporstion 

7^5 ^pnsin Avenue Jethpda,^aryland20S14..Telephone 301^52^800 

'' < ir;^ ^Auwatfi24v«i984>t»j»n.v«:r .- 

HAND delivered 

Mr, James R, Kozuch 

Executive Vice President -   *;    
Rellly Mortgage Group , _ "" 
2300 M Street, N,W. ' f ■„ --t '- 
Suite 700' . n..Kt ;3 ItsU'* <'f ' ^rt {m 

Washington, D.C. 20037 v.'' 
^ ^ ^v - j r<C , 

Dear Jim: 

purchased In the July SO. ^B^HTO^LctioJ^^ 28' mortgages , 
is to be distributed as follows^ (1) Ss 823 due^6'1^452.9^ Thi, 
to Rellly for tax escrows ■' '* 6'65 to H^. and; (2^1^7,874.42 

Group, Inc^bv^ire^rffll^sf $245'391-87 should be remitted to Friendship 

Washlngton' D-c- 
For The Account of Friendshin Group. Inc 
Account No. 125-08710699 
Phone Advice: Barbara Currier 
Phone No. 652-6800 * : , ; , 

•Remy uort'j: zTtrT/izzn the «,156.«52.94 fron 

If you should have any questions, please call me. 

Sincerely, 

Anthony C. Koones 
President 

ACK/b 

IIIF8 
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^ Friendship Financial Corporation 

7625 Wisconsin Avenue Bethesda, Maryland20814 Telephone 307-652-6800 

P 

Aupust 24, 1984 

VIA FEDERAL EXPRESS 

Ms. Elizabeth Harrington Kowes 
Vice President 
USGI, Inc. 
280 Tokeneke Road 
Darien, Connecticut 06820 

Dear Beth:. 

purchased in th^July 30,'igsf^"Lctlon^^ouvhfbe ^iredlltos? 017 63 

1) $8,601,872.06 to HUD; 2) $81,202 ™ (0"^° W f""""" ^ '"i10"" 
3) *81,7*8.00 to USd. Jnc! L ""di 

Croup. ^ S292-175-31 Sh°''ld ^ «-««- to Friendship 

The Riggs National Bank of Washington D.C. 
Washington, D.C. ' 
For The Account of Friendship Group, Inc. 
Account No. 125-03710699 

; Phone Advice: Barbara -Currier :,%;- 
Phone No.'652-6800 

me. 
If you should have any questions, please do not hesitate to contact 

Sincerely, 

tfr*y/ 

Anthony C..Kpones 
President 

ACK/b 

IIIF9 
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MORTGAGE PURCHASE AGREEMENT 

(!. 

between Mcn?RE^!NT thi6 30th day of Juiy, 1984, by and 
Priendshio Saving' a

H?
nnecut corporation ("USGI") and 

corporation (the "Purchaser"^®soc^ation' - "-yland stoc* 

PRELIMINARY STATEMENT 

for certain OTOiect0^^^11^"' ?ursuant to this agreement, fo. ... • ProJ®ct mortgage loans insured by the Federal Houcinn 

and offered by the 

held on i ^ ° project to be 
entitled n 4 <^he Auction ) pursuant to an announcement 

•Auction Booklft-T^^Ti MorJ*a9e Auction July 30, 1984 <the 
describ^^ i ^ mortgage loans being identified and 

a !a«X!of heret0 i""S this reference nade 

soSetin.es -^ai-Tf "^rred to as the "Mortgage Loan- and 

securities6/;*esires.t? Purchase mortgage backed 
"USGI/iSbI-I ,«! i i securities are hereafter referred to as 
whi^h U^I i^nT c

bZ aSGi'"* backed * the Mortgage Loans on 

•ub2o!22li 1.S i ^ at the Auction a«d *hich "SGI 

jraa, 

„^;,*SSE;.;'.,T;"rh"'S.n SrX.'SS" ■" 
intending to be legally bound hereby, agree as follows: ' 

sell j»n/i i-hl r. Sa^e and Purchase of Mortgage Loan. USGI shall 
ifo 5 f? Purchaser shall purchase each and every USGi/mb<; 

A heretoy "? "E MOrt9a9e 

h,., u subject only to the conditions that: (i) USGI shall 

% ih?:2J£nmUCCeBSFl bidd€r With respect t0 ^ Mortgage Loan 
f Auction as confirmed by USGI's receipt of HUD's Notice of Acceptance and Declination .("HUD Mortgage Purchase Contract") dulv 

HUD; (ll) HUD shil1 have performed a!! ol tts y 

(iii? HTO IhalTShant t0'h\HUD mortgage Purchase Contract; and 
Agreement sh»n have sold the Mortgage Loan to USGI. This shall terminate m the event that any of the foreaoinn 

shall t^a\en°' "'i£^• In 'he event that this Agreement 

Fee (aS St •PrOVlde<1 ^ thlS Para9"ph 1, the Mortgagee's 
PurrhaL 5 h ln ParagraPh 4 hereof) shall be paid by 
in this paraoraoh "Pon."tisEacti<"> of condition "(i)" set forth paragraph 1, with respect to each Loan for which USGI 

pon - 
IIIF10 f 
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shall be the successful bidder and thereupon this Agreement shal] 

no further force and effect and neither Party shall have 
recourse against the other. y ave an>' 

2. Establishment of Bid Price. Purrh^s^r r.c^T 

entered ^ ^ t a the Mortgage Loans is to be 
K Auction, Purchaser shall indicate its agreement 

bid 9.USGI With "graphic notice of the agreed 
each r^fn h ^ outstanding principal balance with respect to 
for USGI sha??^ 1m Exhlbft A (or such other notice as counsel 
referr^ ^ deem adequate) (which notice is hereinafter 
be incoroorah6 the Bid Notice shall thereupon 
tL hf? P " ®rein by reference. ' Purchaser understands that 

baLn^e i !" PriCe'', Sha11 be a Pe^ntage of the principal 
resoec? T l! "or^a9€ based "Pon the information with 
MkH L Mortgage Loan set forth in the Bid Notice. USGI 
con^nr^r^^^0" 0r warcfnty oC any kind to Purchaser 
InA® the accuracy or completeness of information contained in or derived from the Auction Booklet. 

- ?" Purchase Price. Purchaser aqrees that th<» niiroh*c<» 

cairni ?5 5 usGI/mBS ("Purchase Price1-) shall be the amount 

sha?i ho -H ;ccordance with the Exhibit C annexed hereto and snail be paid by Purchaser to USGI on the Closing Date 

ilI^e^"!5^er^eflned, in iinmediately available funds. Purchaser . g ees that it may pay as consideration for the USGI/MBS an 

df-burrn^ Pur<Thase Price as ma^be determined by Purchaser to be 

u" uffrTl-mf Purfhas^ ln connection with the sale of 
hi rm I   T^e Additional__Purcha6e Prloe sh»14- be 
^?"!5!?*S"1

no, I^e
|
r than date opittlement between USGI and purchaser and shall be in addition to the Purchase Pneo. rT^TTr  

fhf d ue n0 0^llgatlon to sell the USGI/MBS to Purchaser unless 

have been^ai^J^nJr? 311 0th?r paynients due USGI hereunder shall 
aiJrt » P?k 35 Provided herein. Purchaser acknowledqes 

Price orior to*" <1) .Pu^chaser "-Y be required to pay the Purchase 
Pricl shaff ^ P y2l£ „£:Ceipt 0f the USGI/MBS' (i i) the Purchase 

k J ? USe(3 by USGI t0 ac<Juire the Mortgage Loans which 

Prici shall bt "S®?/MBS.to be issued by it, and (iii) the Purchase 
OSG?%^ii teUvfred to USGI at a time and place to enable 

HUD on the Closing'oatef ^ PUrChaSe the MOrtga9e UjanS fCOm 

reauir^rf Mortgagee's Fee. In addition to the Purchase Price 
aarollt 93 USGI by Purchaser hereunder. Purchaser 
Mortofne LoaLt0 "fu* 3 ^ (the "Mortgagee's Fee") for certain mortgage Loans in the sum noted on Exhibit A. 

236G 
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fun(js,0bv<JpgGet S hGe Sha]1 be Paid to usni in immediately available funds by Purchaser on the date each such loan is purchased from- 

than 5k plosinq Date. The closing date shall be no later 

("Closin^n^-M i98J 0r SUCh other date as HUD may specify 
essinL ? 6^ and the Parties agree that time shall be of the essence in respect of the Closing Date. The closing of the 

WasMnaton^n^" ^ b^t'eld ^ the HUD Central office in 
r?o«}nS 0r offices of USGI in Connecticut on the 
HUD 

a e or such other place as many be specified by USGI or 

her^f « C?StS: ,otJ,er than as provided in paragraph 7 
tilt b??r ftS ^ C0sts and expenses except 
j»nrf p urchaser shall pay all Title, Recording, and Transfer Taxes 

L^an Purch^r^h3?? i!?cidental to the transfer of the Mortgage 
exoeA^^ fni^aser shaH also pay all reasonable legal fees and 
luctfit ^ ^ by 0SGI in connection with any Mortgage Loan, fees to be approved by Purchaser when submitted by USGI. 

.• o •,. Purchaser's Indemnification. Purchaser hereby 

agfinsJ it? df?1 f"d
h
a9r€es to defend and hold USGI harmless against its default hereunder in the following amounts: 

oaid bv nc:^^ t0 the difference between the amount 
USGI/mb<; if • h? t Mortgage (or the Purchase Price of the 
aTlhl Li,^i8SSed,' lf USGI Purchases the Loan with its own funds 
which usrr ic 0^an/vent of Default and any lower amount-^or 
oursuanff 3 56 t Mortgage (or USGI/MBS if issued) pursuant to paragraph 10 hereof; 

incurred bv ?'1 ':^sonabl€ administrative fees and expenses 
J y ter the occurrence of an Event of Default, including attorney's fees, closing and recording costs; 

USGT Jhe c?st°f carrying the Mortgage Loan in the event 
Of Jhe Purohl0 ne- HUD USin9 itS OWn funds in lieu 

"Carrying SstMr" ^ 6 r€SUlt 0f ^ 0f Default (th"e 

(iv) The Mortgagee's Fee; and 

2387 
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the f
hortg^e brokerage fees incurred by USGI to sell the Mortgage after the occurrence of an Event of Default 

constitut-*>8* Events of Default. Each of the following shall constitute an Event of Default by Purchaser hereunder: 

the Purchaser to^SGI^rthwarrant:>' or statement made by 

furnished by the Purchaser to any 0ther ^^ing' 
or misleading U " haVe ^ fal« 

be p.ld tobGsGIACi:er^r.tndUpa"fblIerder Sh*11 

Insolvent C««i,.PurCh°Sfr 0r *ny «ua"ntor hereof shall becoree 
petition In hin/nJSS Oirent £0r the benefit of creditors, file „ 

reorganization^ ethe'"purchaser"'or^ny"bankruptcy"tIBent 

against the Purlh? " procee<3in9 shall be instituted by or the Purchaser or any guarantor hereof; 

entire Purchase^ricron^^^Cloli^g^ate^1" any reaSOn t0 Pay the 

Paraoranh o ' If any otVoi|-h' iborf in^ 

ofS^ tUfpu^chaser! tf^ ^r^ 
remedies ^^^1^^^?t ^ tai 

rfofT /mrc a' 1 ,USGI may re<3uire the immediate purchase of all USGI/MBS or all Mortgage Loans by Purchaser; 

USGI for own^ccZt;1"" t0 °C<1Uire the LOanS l" the °f 

avail itself nf"^1 (if ^ iS the holder of the Loan) may elect to 

Documents^ Y " Provl<Jed u"der the Mortgage Loan 

23RS 
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(' 

attemntr^Uant t0 Para9"ph 9e hereof6 usGr/MBS 0r the Mortgage attempt in good faith f-r. c^ii "®reof/ USGI agrees that it sh^ii 
the highest bidder therefor as follows^85 0r the to 

BrotH P1Cr« Fe""« ^"smith^First^osf bids ««riu 

companies tTtTlT11 aCCept -Wc?ev^ bZT^l^T Salo"'°« 
" the hl9heSt bid' ""less (b, below^^irapp^ 

determines^that'a higheVbid^o^f'b® £or«901ng bids, USGI 
received pursuant to (" ^ T co»Pa«ble to those bids 
source, USGI shall accept ^ch'hio^ be "allable fro™ another 
referred to in (a) above. 0her bld '""ead of the bids 

™SS- ^""tga^for'bo^'"5 be recei-d ^ the 

represents"nd 'to 'usel 'that^' '-•. The p«rchaser 

giga"i^st0h^:^dB^e% 

SFF "'iSoSXTn^sS '-P1™ ----- violation of, or a default under al eSUU ln a or 
or decree by which it is bound y a9™«"«nt. law, regulation 

default bybihe PurchL^o^the Purcha«r, no material 

other authority. y rt:' ^^^sion, administrative body or 

o o r u A* i.s \ ■ » 
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Fur Lher Covenants. 

^ d" • Ui'^1 shall as soon as possible tollowinu the 

from Hnn hSSUG USGI/MBS backc<i "y the Mortgage Loans purchased from HUD. With respect to the sale of the USGI/MBS, no 

representations or warranties shall have been made by USGI exceot 
as expressly stated in this Aareement. 7 except 

in fhi. a Purchaser agrees that, except as expressly stated 
whatsoever n0 5ePresentation or warranty of any kind 
MortoanZ L "ade.to lt by USGI with respect to the Mortgage Loans and that it is relying solely upon information it 

rJsDec?eton?hntiy 0btained from the mortgagor or from HUD with respect to the Mortgage Loans• 

13. General Provisions. 

Pronr^mc c Ident1fication of Government Agencies, Statutes. 
rminber to ^ FoVmS' Any reference in this Agreement, by name or 
oroaram or a 90ve^nt department, agency, statute, regulation, 
statute r^o include any successor department, agency, statute, regulation, program or form. 

for- aii Addresses and Notices. The address for each Party 

pace of the address set forth on the signature^ page of this Agreement, or such other address of which the Parties 

W,rltten n0tice- ^ noti«' demand( or reguest 
i^itino ^t0 be 9iven or raade hereunder shall be in 
or sen? bC ?e deeraed 9iven or made when delivered in person 
mailar^m t £ C mai1 or ^ telegram or Western Union maiigram to such Party at such address. 

cantionq in'eh,71^16 ^ CaPtio"s- Al1 paragraph titles or 
O^f K 5 this Agreement are for convenience only. Thev shall 

extend orT^ 'T ^ thiS A9 —t and - no way'deflne^ UmU, 0r descr^e the scope or intent of any provisions hereof. 

ren.Hro <3 * Pronouns and Plurals. Whenever the context may 
nasculVn/^f pC0n0un used herein shall include the corresponding 
nouns nrom^ ^' 0r neuter forms' and the singular form of nouns, pronouns and verbs shall include the plural and vice versa. 

deliver Further Acti?n- The Parties shall execute and 
from documents, provide all information and take or forbear 
the DurDoseJ o?0^10" r be necessary or appropriate to achieve purposes of this Agreement. 

2370 A ••17907 



upon and inure t^the^enef if "of ^he p9r®enient sha11 be binding 

executors, administrato?s? successors heirS' 
assigns. successors, legal representatives, and 

agreement among11he^Parties A?reen,ent constitutes the entire 
hereof, and sCpe^ced^s all SUbjeCt matt€r 

pertaining thereto No coven^nr a9reements and understandings 
condition not expressed Tn tTi J L reP™sentationt warranty or 
deemed to interoret Agreement shall affect or be nterpret, change, or restrict the provisions heeof. 

jury in anvby JU5?' The Parties hereby waive trial by 
Partv anai action, proceeding, or counterclaim brought bv anv 

amended only wif^FH^FittIn^ Agree^ent may modified or «»xy witn the written aprroval of all Parties. 

Agreement shall~be^lorrfh f^0116 of: the provisions of this 
creditor^ of the Pucchaser^ - enforceable by any 

or^Lp:£™:!?;rLVf^ 

T^^ltTr lTo°lrin 

^rbi\
b

nLrnrobrT^ 
conditions to its obliofL^" 'k' Wa^e °C Us "Qhts or 
covenant of any Ither Pa«v ^reu?der anS' duty- obligation or 

agreement ^ -^%-e^trburerc\l\e
n

r/e^^V^n
t
a- 

and effect wi™ JesDec?^"10" her®o£ sha11 continue in full force 
breach th resPect to any other then existing or subseque^ 

any of the^artfjl "hf-f "<jHRemeu ' The ri9lits and remedies of 
the exercise of one or more'o ft hp exclusive, and 
shall not oreclnHp ^ provisions of this Agreement not preclude the exercise of any other provisions! Each of 
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r^^7(Lor\Cb«'''rjhM ?ama9eS " "V <» an , n.doqu, tc 
The respective rights androbl•breaCh of dny provisions hereof 

enforceable by soecitir Lrf>llgatl0ns hereunder shall be 
equitable remedy b^ nofM K3"06' or other 
shall limit or Effect Tnv rioh?r%lniCOntained iS intended or 
of any Party aqqrieved as ana. ». w 0r y statute or otherwise 
or threatened breach of anv Drnuf ^ Par,:ies £or a breach 
intention of this naraoraoX ^ovl=lo",h«eof. it being the 
Parties that the resoeltfve C]ea!, of the 
hereunder shall be enforceflhi» • S an^ ob^19ations of the Parties 
otherwise. enforceable in equity as well as at law or 

Documents, the National ^hom^i Provisior>s of the Mortgage Loan 

be enforced as if the invalid'orovi^ remaxnin9 provisions shall xt cne invalid provisions were deleted. 

counterparts alf0^"^twhich^^akgn^f^L^h66"16!?11 raay be execute<3 in 
agreement bindino on o ^ether sh^ constitute one 
Parties are^^not signatories' to n0twi^standing that all the 
counterpart. Each Partv chaii k original or the same 
immediately upon afftxinn Und by the Ag"ement 
the signature of any othfr Party9"3^^ heret0' independently of 



represents^ to i 1 2at and RePrescn 1:3 1 >ons • Each Party 
execute and ri^ i • oth^rs that it has been duly authorized to 
its behalff " thlS ^ —^ through the officer sign! ng on 

the Purchasers f0,1".*"" ?everal Obll^l-i»nC AU obligations of 

joint ",ere 06 ,"0re tha" hereunder shall be 

executed WHERE0F' the parties hereto have duly executed this Agreement as of the date first above written. 

USGI INC. 

friendship savings and 
LOAN ASSOCIATION 

280 Tokeneke Road 
Darien, Connecticut 06820 

5550 Friendship Boulevard 
Chevy Chase, MD 20815 

By: 

2373 
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exhibit c 

PURCHASE PRICE 

The Purchase Price shall be calculat7d by: 

Multiplying the Bid Price ^established pursuant to 
paragraph 2) by the unpaid principal balance of the 

jortgage Loan^as of the Cut-off Date, which shall be the 
date established by the Secretary; 

*5S!intLth- of any "ortflafle interest that shall 
^e" ""P"" •» ot tKe Cut-off Date and «ccured at 

©ate ® day laaediately preceding the^doslng 

^ the ^aount of-any j»or€ga~ge intere8t-prepaid 
5L f the Cut-Off Date and Unapplied at the «nd of the 43ay .immediately preceding the Closing Date; and 

subtracting the amount held in cash in the mortgagor's 

f6Crow And "serve for replacement account. 
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FRIKKDSHIP S/U'IKGS AND LOAN AND SUGSID1A DIES 

i'i slock corpora Li on) 

ONSOLIDATHD STATEMENTS OF FINANCIAL CONDITION 

March 3 1 , 198iJ and 1983 

198^ 
1983' 

ASSETS 

Cash 

U'uh,:o?OVernment ot,1l6ations, at cost which approximates market (Note 1) 

Other investments, at cost which approxi- 
mates market (Notes 1 and 2) 

Mortgage-backed participation certifi- 
cates (Notes 1 and 5) 

Loans receivable (Notes 1, 3, n and 12) 

Notes receivable (Note 11) 

'^ans^^te^r^^ ^ Settl— of 

Accrued interest receivable 

Deposits with Maryland Savings-Share 
Insurance Corporation (Note ^)- 

Insurance of savings accounts 
central reserve fund 

Froperty and equipment, at cost 
(Note 1): 

Furniture and equipment 
Leasehold improvements 

Less accumulated depreciation 
and amortization 

$ ^,369,926 

3,2 62 ,468 

5,515,820 

^,•409, m 

184 ,91 i ,2 70 

2,22 1 ,804 

480,411 

2 ,227, 160 

3,200 ,400 
1,440,400 

684,359 
368,581 

1,052 ,940 

(368,703) 

684 .2 37 

^ 1.025,965 

82 6 , 4 4 5 

M25,4l7 

32 ,831,207 

126,463,740^ 

2,513,418 

367,436 

1,343,801 

2 ,227,000 
1,02 1,600 

257,038.773 173.046.027 

^39,615 
259.633 

699,248 

(2 64 . ^pq) 

^57,682 

3 ,978 . 100 

PrfN^d e*penses other assets (Notes 6 and 7) 

Deferred loss (Note 1) 

Total assets 
12 62 . 1 58.7Q? 

Amounts reclassified for comparative purposes. 

The accompanying notes are an integral part 

of the financial statements. 

43^.839 

354 ,0^8 

l ,933.958 

$175.766.87? 



198^ 1983 

liabilities 

Savings accounts 
Notes payable and other borrowed 

money (Note 5) 
Advances by borrowers for taxes 

and insurance 
Accrued interest payable at maturity on 

money market certificates 
Accounts payable and accrued expenses 
Unearned loan fees (Note 1) 

^'-"earned loan discounts (Note 1) 
l^rued income taxes (Note 6) 
l-ferred income taxes (Note 6) 

Total liabilities 

Capital notes, subordinated (Note 7) 

Commitments and contingencies (Notes 
9 and 10) 

$199,502,386 

225,244 

331 ,337 

564,275 
153,129 
64,320 

37,645,567 
128 ,073 
280.500 

2 52 , 8 9 4 , 831 

800.000 

5124,002 ,899 

21,739,004 

523,046 

464,541 
188,644 
89,645 

2 5,324,015 
84,864 

280 ,500 

172 ,697. 158 

800 .000 

STOCKHOLDERS' EQUITY 

Capital stock, $1.00 par valuej 
authorized 100,000 shares; issued 
52,332 shares in 1984 and 1983 

Additional paid-in capital 
Retained income (Note 8): 

Appropriated to general reserve 
Unappropriated 

Total stockholders' equity 

52 , 3 32 
44 1 ,481 

933,791 
7,036.357 

8,463.961 

52 ,332 
44 1 ,481 

933,791 
844 ,1 10 

2 ,271 .714 

Total liabilities and 

stockholders' equity 
$175.768.87? 

23SG 
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mENDS'iIP S;VINGS ^ AK,, 
s^-ock corporation) 

ror t
CJS0L1DATED statements of'income years ended March 31. 198^ and T983 

2337 

^ the rinaVcTalVta^Ventl6"31 ^ 

The accompanying notes are an 

1983 Income:   

Interest on loans 
n erest on investments ■ 175,058 < o 

. ■ ,■^6'•733 

Miscellaneous SerViCe Char^ Cote ,) ',260.^0-, 

 kli 

^Interest o ■ -1^29,067 ^£7^ 

Advertising'ts 9.906, ,09 

^^TLeTLTo ! 1 73
5

399:6583I 

0t^e-:ral - ^ ^ 
Amortization or deferred ioss (Note „ 660i730 

2—  85,95^ 

^"extraordinary"!tem' ^ ^ 

'"currently Spayable^ ^ * 6.3'2,28, 
^ effect Cf l033 carryforward 77,000 

'■394,2'7 ^TfiFF 
^om carryforward o?XprioriS:Lng 

years' operating losse's ^ 

""appropriated net Income 
i«ec income per / u 

number of shares ouL^l^ing")"6"86 
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rWEKK-IP AND LOAK AliD SMteiOUHES 
(a stock corporation) 

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 

for the years ended March 31, 1061 a,,,) ,983 

198^ 

Funds were obtained from: 
Operations: 

Net income 

1983 

Items not requiring (not ,192,2^7 $ 631,829 
providing) current use 
of funds: 

Amortization of discounts (c, The: rcoa / 
Amortization of deferred - 5,853) (2f9^5,325) 

loss 
Depreciation and amortiza- ' 126,2 5^ 85,95^ 

tion 
  10^1,2 9^ 5^ 008 

Funds used in operations 678,912 (2 , ,73'.c,,,, 

Net increase in savings accounts 75 ^qo ijfiy A 

Borrowed funds 6^,110,377 
Loans sold lo'oU'l^ 2 1,739,00^ 
Loan principal repayments S ull,,h ^2,939,^85 
Notes receivable repayments ^Ql'fiiU 11,115,209 
Decrease in investments 291,61^ 1 ,380.038 
Mortgage-backed certificates ~ 72 5,89^^J 

repayments 
Sale of property acquired through 751,988 288,132 

foreclosure 
Decrease in cash ~ 2 5^,295 
Income taxes payable 98,312 
Increase in unearned loan * 65,602 

discounts ,0 
Other, net 18,075,000 21,576,^53 

238!-? 
i,139.808 

235,603 
11^, 10^,901 $132 .87/i 

Funds were used for: —L- 
Loans purchased < c., o0o 
Loan disbursements $ $ 68.130,i401 
Purchase of mortgage-backed ^,757.757 3 1.^33.227 

certificates 17 

Repayment of borrowed funds 2 1 26.935,^7^ 
Increase in deposits with 21,58^,985 3,370,968 

Maryland Savings—Share 
Insurance Corporation 1 oqp pnn , c, 

Acquisition of real estate ,392.200 1.8^2,100 
through foreclosure oi, 70 c 

Additions to other real estate 78*2^0 367,^36 
Purchase of furniture and 'o.^u 

equipment , 
Increase in investments o l^n'^ou 275.268 
Deferred loss on sale of 

mortgages ? 7 , 
Increase in cash 
Other, net 1 i^'o o 

? 1 5^ . 10^1 ."qo 1 $ 1 32 .87^ 

The 3ccorcpa^nyi n^g _notes ^re an integral part . 



FRIENDSHIP SAVINGS AND LOAN AND SUBSIDIARIES 

(a slock corporalion) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

# 

Summary of significant accounting policies 

savins J"' ,CH0Bpa"y, engageS Primarily ^ the acceptance of 
ppsirffnn 1 *e publlc and investment in loans, primarily 
thl mortgage and construction loans. A summary of the major accounting policies followed by the Company in the 

forth^eloS. ^ aCCOmPan^ financial statements is set 

Principles of consolidation 

The accompanying financial statements include 
the accounts of Friendship Savings and Loan (the 
Company) and its wholly-owned subsidiaries, 
nendship Ser.vices, Inc., Friendship Insurance 

Corp., Friendship Financial, Inc., and North Park 
Corporation. All material intercompany balances 
and transactions have been eliminated in 

consolidation. 

Accounting basis 

The Company recognizes interest revenue from 
amortization of loan, discounts, . loan origination 
fees, commitment fees, and losses on sale of loans 
on the basis permitted by regulations of the State 
of Maryland for State-chartered savings and loans. 
These regulations permit the recognition of reve- 
nue from amortization of loan discounts in a man- 
ner which accelerates revenue recognition over the 
amount that would be permitted under generally 
accepted accounting principles (GAAP). The 
regulations also permit recognition of fee income 
in the year of origination, which exceeds that 
permitted by GAAP and deferral of loss on the sale 
of loans, which is not permitted by GAAP. Differ- 
ences also exist in the method of amortizing 
deferred commitment fees. The regulations also 
permit the Company to disclose unamortized loan 
discounts as unearned revenue in the consolidated 
statement of financial condition. Therefore the 
accompanying financial statements are not intended 
to present financial position and results of 

23.9 (J 

Continued 



HilENDSHIP SAVINGS AND LOAN AND SUBSIDIARIES 

(a stock corporation) 

NOIES TO CONSOLIDATED FINANCIAL STATEMENTS 

operations in conformity with generally accepted 
accounting principles. 

Jhe
4.L

Conipany accounts for its investments in t..e Northgate, First Victoria and Hunting Ridge 
Limited Partnerships on the equity basis of 
accounting. 

t 

Loan discounts 

For loans purchased at less than their face 
amount, the related discount is generally recog- 
nized as interest revenue to the extent of 3% of 
the face amount of the loans in the year the loans 
are purchased. However, in certain cases, manage- 
ment may determine that it is appropriate to 
recognize less than 3% of the face amount of the 
loans as revenue in the year of purchase. Remain- 
ing amounts of unaraortized loan discounts are 
amortized to income on a straight—line basis over 
seven years or over the term of the loans, which- 
ever is shorter. However, when discounted loans 
are sold or paid off, any remaining unaraortized 
loan discount is taken into income in the year of 
the sale or payoff. 

Loan oriRination fees 

Loan origination fees are deferred for any 
amount in excess of 3% of the face value of the 
loan. The deferred amounts are amortized into 
income using the straight-line method over a 10- 
year period. 

Builder commitment fees 

Generally, nonrefundable commitment fees 
which require the Company to fund loans at fixed 
rates are deferred for any amount in excess of 3? 
of the loan commitment. The deferred amounts are 
amortized ratably over the term of the loans 
closed under the commitment or over seven years 
whichever is less. ' 

231) 1 
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FHIEK'DSHIP SAVINGS AND LOAN AND SUBSIDIARIES 

(a stock corporation) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Investments 

Investment securities are carried at cost, 
adjusted for amortization of premium and accretion 
of discount over the term of each security. 

Allowance for losses "* t 

It is the policy of the Company to provide 
valuation allowances for estimated losses on loans 
when a significant and permanent decline in value 
occurs. Additions to allowances are charged to 
earnings. 

Depreciation and amortization 

The Company provides for depreciation and 
amortization using the straight-line method over 
the estimated useful lives of the respective 
assets, as follows: 

Furniture, fixtures and equipment 5 to 15 years 
Leasehold improvements Term of lease 

Deferred losses 

The Company uses the method of recognizing 
losses on the sale of loans permitted by the State 
of Maryland for State-chartered savings and loans. 
This method allows the Company to defer losses on 
the sale of loans and amortize the losses over the 
average remaining life of the loans sold. The 
average remaining period over which such losses 
are to be amortized is 2 1 years. 

Real estate 

Real estate is carried at lower of cost (fair 
value for real estate acquired in settlement of 
loans) or net realizable value. 

2392 
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FHIENDSHIP SAVINGS AND LOAN AND SUBSIDIARIES 

(<'i stock co r-;)o:-a t i on ) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

2. Other investments 

Other investments consisted of the following: 

Certificates of deposit 
Limited partnerships 
Federal funds sold 

March 31, 1984 March 31. 198^ 

$2 ,900,000 
18,500 

2 ,597.320 

$5,51.5,820 

$2,600 ,000 

2 50,000 
T.575,417 

^ ,425,41 

Loans receivable 

Loans receivable consisted of the following: 

First mortgage loans 
Second mortgage loans 
Construction loans 
Commercial loans 
Share loans 
Other loans 

March 31, 1984 

$152 ,879,354 
5,857,314 

11,064,163 
13,147,000 

607,462 
 1,355,977 

184 

March 31, 1983 

$108,346,249 

16,737,612 

485,579 
894 ,300 

4. Insurance of savings accounts and central reserve fund 

its nCToriendShtP SavinSs and Loan is a member of and its savings accounts are insured by, Maryland Savincs 

provided6 by^aT^0" ' ^-an^e^of'^rnt^3It 
y • insurance fund created from deoosits nr 

of $3r2003M0atl„hniSc'h FriendshiP Savings and Loan,3 deposit ' ' 1 which earns no intprp<;f s o ^ 

U *r^ry"entS in 0r<ie'- to "intaii rdeposu™5^ 
be as oTfune fo %7rlb

S- neXt annUal •'J-t-tTiin 
ber 31, 1983. ' based on savings accounts at Decem- 

Continued 
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FRIENDSHIP SAVINGS AND LOAN AND SUBSIDIAHIES 

(a slock corporation) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

au une ena 01 the preceding year. 

the following: 

Notes payable and other borrowed money 

the f n Notfs Payable and other borrowed money consist of 

March 31. 

1983 

Reverse repurchase agreement 
bearing interest at 11? in 
1984 and 10-1/2* in 1983, 
maturing in September 1984 
and April 1983, collater- 
alized by a mortgage-backed 
certificate with a remaining 
outstanding balance of ap- 
proximately $17,956,523 and 
$18,181,076 at March 31, 1984 
and 1983, respectively. $ 4,071,225 $10,887,805 

Notes payable bearing interest 
at 12? in 1984 and 11.0* in 
1983, maturing in September 1984 
and April 1983, respectively, 
related to purchase of loans 
by the Company and collater- 
alized by those loans. 10,000,000 5,648,339 
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friendship savings and loan and subsidiaries 

(a stock corporation) 

notes to consolidated financial statements 

T9OT 
March 31. 

$ 4,995,000 

154,0-19 

Reverse repurchase agreements 
oeanng interest at ^ate^ 

Tnn?o£f rr0m 8*875* to 
in 1983, maturing in April 
and May 1983, eoilatcralired hy 

Governmental National Hort- 
gage Association partici- 
pation certifioates with 
remaining cutstaucing bal- 
ances of $5t.?20,i|in in 1983. 

Long-term obligations under 
capitalized leases, dis- 
counted at the rate of 12 Si 
per year. * 

Federal income taxes 

at March 3^ Pri98Vd ircludesaPeaOPriated retained income 
<£1 21 o onn -Li'CxuGes earnincs of * ,3ij,200 representing bad-nVhf «. • 
provision for federal f reductions 
the future r- taxes has been 
retained income isTsedOPro?ranvPof,Priated and 

bad-debt losses - ny PurP0se other 

then-applicable Vater ^ 
not meet the federal income taxUrere! ir the ''omPany cloes 
permit it to deduct an aTloJn ^"irements necessary to 
pany's effective federal t 0r bad debts' the Corn- 
maximum of 4 6{ under present lla 

ra 00uld lnorease to a 

c.ipally from6 thef reccFnitiondnfa:^ income taxes arises prin- 
and disbursements method* for '"eder^0111-6 00 the Cash receiPts 
the recognition of loan discountc ^ncome tax purposes and 
tax purposes over a 10-year^period. oriE±nation fees for 

approximately 
for which no 

made. If, in 

unappropriated 
than to absorb 
imposed at the 
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FRIENDSHIP SAVINGS ViWD LOAK AND SU OS11)1 A RIES 

(a .slock corporation),.. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

in other* v 0 _ ^ , _ 
refund receivable and interest thereon Tht6 r ll]come tax 

from the carryback nf not- ~ tnereon. The refund results 
months ended March 31 1980 ' Jruf from8 f-hOSfeSi from the three 
March 31, 1981 to 1976, ll^®'^andhe twelve ,B0nth8 ended 

loss carryoversrCror' 'inoome' <-he Company !iad nol operating 
$578,000 y„hich eZrl Z' purp°^s of .approJinateJy 
These losses occurred^ in dp lor?,, ainounts, ^rou

6h 1998. 
from timing differences caused by cash basis ta"^ p^i,,,a^:il>, 

compared to accrual basis finaho^i ol- «. * returns as 

also has investment tax credittatements- Company 

carryovers of approximately tils onn k ^ J0 tax oredit 
amounts through 1998. 5,000 which expire in various 

7. Capital notes, subordinated 

$200,000 issSe^L "wT ar^ suborrt?00t HSSUed in 1977 and 

savings account holders and other creditors0 0f 

interest at the rate of ? i /ii<r c\eaitors- The notes bear 
prime rate, with an interest" ceiling^f TO*! ba"k's 

seven years after the - g 01 10-1/2%, and mature 
the Company had pledged $653 000 oTV qf HarCh 31 ' '98'<' 

approximating $133,000 until the^Cns^'e ^ep^W^ur! 

8. Retained income 

Division of Maryland ^avimfs ^"nd^^ ^oan is required by the 
tions and by MSSIC to appropriate a^oorMn001 r^0" regula- 
as defined and reported to th^ no i ^ tlon net income, 
general reserve which may be used onlV for ®"tho^ties.' to a 
This reserve is not relatori tr, o absorbing losses, 

anticipated and thp ar,r.n ° ^ " amount of losses actually 
charged against income. During1981 ^ecuf0, haVe n0t been 

" » regulations no longer 
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FRIEKDohIP SAVINGS AND LOAK AND SUBSIDIARIES 

(a stock corporation) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

appropriated6 retained ^arnjn/s^ ge
D
neral reserve from un- 

March 31, T984 and 1<?6^ rhp n -During the years ended 
authorize any additions 'to f. rd 0f, Directors did not 
appropriated to the general reserve- Income 
dividends. reserve is not available for 

9. Lease commitments 

office Ctndanadn,t1n^raff
fiUe SPa0e for its "ome 

branch operations. Rental ^ operations and for its 
March 31 195^ and expense lor the years ended 

$130,200, respectively Future aPPro
1
xiinately $361 ,500 and 

the three leases Ire li foiled: " rental Pay"'entS Under 

Fiscal year  —.Minimum rentals 

lg86 $ 52 5'000 

087 525,000 
19 8 8 52 5,0 0 0 
989 525,000 

Total payments 
52 5.0 0 0 

increases fn"rt
inCre"ed "nfls based on 

lease for the Companyhooe Iffice Ts ^or "I The 

years, with an option to renew thp if, ? period of five 
lease terra. the lease at the end of the 

Ccmmitments and contingencies 

mortgage loan^ comraitments^^uts^ndinf3"^ residential 
$1,305,000 and constrnrt- .0"Lstand;Ln£ of approximately 
Th^o^ construction loan commitments of r>nn These commitments expire at various ti™** 1 $528,000. 
but may be extended at the ^lectio' of May 198^ 
March 31 198^ loan^ -in rJ™ ^ Company. As of , oans m process amounted to $8,370,000. 
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f-KIEMJSHIP SAVINGS AND LOAN AND SUBSIDIARIES 

(a slock corporation) 

NOTES TO CONSOLIDATED FINANCIAL -STATEMENTS 

Company has been named in litigation involving 

t,Ure ProceedlriKs 0" certain properties and other mat? ters. Management and l^gal counsel do: net believe that the 

nificant 0^0me of otters will result in. any sig- 

statements /the;, aCC0mpailying . 

t 
ll- Transactions with related parties 

remr^H ,During ^he year ended March 31,. ,198^ the Company 
of tin u approximately $2,8.00,000 from, the-payoff of two loans which were originally purchased by the Comoanv 

Deve^opm^nt^HUDT tfte U*S' Departffient of Housing and Urban 

i The in the' two properties, on which the 

oartner^hi6 WaS then PurChased ; by two limited partnerships in which North Park Corporation, a subsidiary 
the Company, has an interest. The purchase ua^ 

accomplished by fixed mortgage loans frob outside un?ela?ed 
lenders and equity supplied by North Park Corporation. 

At March 31, 1984, the Company had the following 
loans outstanding to subsidiaries or related ventures: 

Hunting Ridge $ 400,000 
Friendship. Plaza 3 182 000 
North Park Corporation 3'130[000 

$6.712.000 

to directn^^rrf1^' th5 ConiPan>r has mortgage loans 
and £1 IP? ooc. offlc^r^ and employees amounting to $970,000 
^ w k ' 35 of March 31, 1984 and 1983, respectively secured by their personal residences. : spectiveiy, 

12. Regulatory matters ' ' 

thP AS 3 State:charter;ed savings and loan association, the Company is required to comply wi.th regulations issued 
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frIENDSHIP SAVINGS AUD Lord! MD subsidiaries ^ 

(a stock corporation) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Regulation^aDivisLnMao71SavincsParHnient 0f Licensing and Division) and MSSIC. Certain ofa?h LOan Associations (the 
financial ratios to be nainfa? J wthe regulationS prescribP 
and loan associations an6 ■! State-<*arteredP slvin's 

exceeding specified limits. e lnvestnients and loans 

in certificates of^deposit^ith116 Co
h
mpany had investments 

regulations of the Division and MSS0Trbank^ Which e^eeded 
of deposit matured on August i? loOf These certificates 

government securities not to and Were reinvested in 
regulations. not to exceed the above-noted 
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